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DEPOSITED BY THE 
UNITED STATES OF AMERICA 


EXTENSION OF EXPORT-IMPORT BANK ACT 


FRIDAY, JUNE 8, 1956 


Unrrep States SEnaArte, 
CoMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON INTERNATIONAL FINANCE, 

: Washington, D. C. 

The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 10:35 a. m., Senator J. W. Fulbright (chairman of the 
subcommittee) presiding. 

Present: Senators Fulbright, Lehman, and Capehart. 

The Cuatrman. If the committee will come to order, I think in 
order to save time for everybody concerned, and especially since the 
distinguished Senator from Indiana is here, we might proceed with 
some questions. 

P We will insert in the record the bills before us: 8. 3868, S. 3329, and 

. 2256. 

(The bills referred to follow:) 


[S. 3868, 84th Cong., 2d sess.] 
A BILL To extend the Export-Import Bank Act of 1945, as amended 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 8 of the Export-Import Bank 


Act of 1945, as amended (12 U. S. C, 635f), is amended by striking out “June 30, 
1958” and inserting in lieu thereof “June 30, 1963”. 





[S, 3829, 84th Cong., 2d sess.] 


A BILL Relating to the lending activities of the Export-Import Bank of Washington, and 
for other purposes 

Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That on and after the effective date of this 
Act all authority conferred upon the Export-Import Bank of Washington by the 
Export-Import Bank Act of 1945, as amended, to aid in financing and to facilitate 
exports and imports and the exchange of commodities between the United States 
or any of its Territories or insular possessions and any foreign country or the 
agencies or nationals thereof through the making of normal short-term com- 
mercial export-import loans shall cease and terminate, and thereafter no 
such loans shall be made by such Bank. All such loans which are outstanding 
on such date shall continue to be administered by such Bank until they are paid 
or otherwise discharged. 

Sec. 2. (a) There are hereby transferred to the Export-Import Bank of Wash- 
ington all the functions of each department, agency, independent establishment 
and officer of the Government relating to the making of long-term commercial 
export loans, loans for the development of the resources of foreign countries, and 
loans to foreign governments. There shall be transferred with the functions so 
transferred so much of the property, personnel, records, and unexpended bal- 
ances of appropriations, allocations, and other funds held, employed, used, 
available or to be made available in connection with the functions so transferred 
as the Bank shall determine to be necessary for the performance of such functions. 

(b) Hereafter all appropriations made for the purpose of carrying out any of 
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the functions referred to in subsection (a) of this section shall be made to the 
Export-Import Bank of Washington. 

(ec) Sueh Bank is authorized to make such rules and regulations as may be 
necessary to carry out the provisions of this Act. 

Sec. 3. This Act shall take effect on the sixtieth day after the date of its 
enactment. 





[S. 2256, 84th Cong., 1st sess.] 
A BILL To authorize the guaranty of exports against certain risks of a political nature 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Export Guaranty Act of 1955”. 

Sec. 2. The Congress recognizes that domestic agricultural pursuits, produc- 
tion of goods, and full employment of labor are directly encouraged by a thriving 
foreign outlet for domestic produce, manufactures, and services. In order to 
attain these desirable ends, carry out the foreign policy of this Nation, and 
improve its relations with other countries, it is the policy of the Congress. to 
improve the economic climate for trade in exports from the United States. To 
that end, it is the purpose of this Act to authorize a Federal program for 
the guaranty of exports from the United States against loss resulting from 
certain political risks of nonpayment (generally within six months from due date 
or six months from date of deposit by debtor of the local currency to liquidate 
the dollar amount due), and provided that such guaranty is not available on 
reasonable terms and conditions from a company or companies authorized to do 
an insurance business in any ‘State of the United States, or from’ other com- 
mercial guarantors. 

Sec. 3. There is hereby created a body corporate to be known as the Export 
Guaranty Corporation (hereinafter referred to as the “Corporation”). The 
principal office of the Corporation shall be located in the District of Columbia, 
but the Corporation may establish branch offices in places other than the District 
of Columbia. The Corporation shall constitute an independent agency of the 
United States and neither the Corporation nor any of its functions, powers, or 
duties shall be transferred to or consolidated with any other department, agency, 
or corporation of the Government unless the Congress shall otherwise by law 
provide. 

Sec. 4. (a) The management of the Corporation shall be vested in a Board 
of Directors consisting of two members appointed by the President of the United 
States, by and with the advice and consent of the Senate, and, as ex officio 
members, the Secretary of the Treasury, the Secretary of Commerce, and the 
President of the Export-Import Bank of Washington. The President from time 
to time shall designate one of the two appointive members as the Chairman 
and one as the Vice Chairman. 

(b) The Chairman shall receive a salary at the rate of $17,500 per annum, 
and shall serve as chief executive officer of the Corporation. The Vice Chair- 
man shall receive a salary at the rate of $17,500 per annum and shall serve as 
chief executive officer of the Corporation during the absence or disability of, 
or in the event of a vacancy in, the office of the Chairman, and at other times 
shall - such corporate functions as the Chairman may from time to time 
prescribe. 

(c) The two appointive members shall be registered voters in Federal elec- 
tions or domiciled in the District of Columbia, and at the time of appointment 
shall not belong to the same political party. 

(d) The original term of office of one appointive member shall be three years 
and of the other appointive member shall be five years, commencing with the 
date of appointment by the President. Thereafter, the term of office of each 
appointive member shall be three years. Each such member shall hold office, 
however, until his successor shall have been appointed and shall have qualified. 
Whenever a vacancy shall occur in the office of an appointive member, the per- 
son appointed to fill such vacancy shall hold office for the unexpired portion of 
the term of the office he is appointed to fill. 

(e) Before entering upon his duties, the Chairman and the Vice Chairman 
shall each take an oath faithfully to perform the duties of his office. 

(f) A majority of the Board of Directors shall constitute a quorum: Provided, 
That either the Chairman or the Vice Chairman must be one of those making 
up the quorum. 
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(g) The Board of Directors shall from time to time appoint such business 
advisory committees as shall be appropriate for purposes of consultation in the 
formulation of rules, regulations or orders or amendments thereto issued under 
authority of this Act, and in their formation there shall be fair representation 
for independent small, for medium and for large business enterprises, for dif- 
ferent geographical areas, for trade association members and nonmembers, and 
for different segments of industry. Members of the advisory committees shall 
be paid a per diem allowance of $50 for each day spent away from their homes 
er regular places of business for the purpose of attendance at meetings of the 
committee, and in necessary travel, and while so engaged they may be paid 
actual travel expenses and not to exceed $10 per diem in lieu of subsistence 
and other expenses. 

Sec. 5. (a) The Corporation, after giving due consideration to risks soundly 
acceptable in the public interest, is authorized to enter into guaranty contracts 
with respect to exports in order to assure against any loss arising from non- 
payment arising from a political risk in connection with the export or an 
agreement for the export of goods or services: Provided, That the term of any 
such contract shall not exceed five years, subject to renewal or extension for 
additional periods of not exceeding one year per renewal or extension. Guaranty 
eontracts shall be assignable in accordance with regulations to be issued by the 
Corporation in the public interest. 

(b) For such guaranty contract, a fee shall be charged in amounts to be 
fixed from time to time by the Board of Directors, calculated to make the pro- 
gram self-supporting, but available on as broad a seale as possible to carry out 
the objectives of this Act. 

(ec). The Board of Directors shall establish liability limits under such guaranty 
contracts related to (1) categories of goods or services covered by the guaranty 
eontract,- (2) countries of destination of such goods or services, and (3) terms 
of payment for such goods or services. 

(d) Any such guaranty contract shall require the party guaranteed to retain 
at least 15 per centum of each political risk of loss, and the Board of Directors 
may vary this percentage above that minimum in accordance with this subsection 
with regard to any new contract from time to time as it deems advisable. 

{e) The Board of Directors shall prescribe the type of guaranty contracts to 
be. made available under the provisions of this Act, including, without limiting 
the generality of the foregoing, shipment and preshipment types of guaranty 
contracts. 

(f) The liability of the Corporation under such guaranty contracts shall not 
exceed $1,000,000,000 at any one time. 

(g) In issuing and administering guaranty contracts under this Act, the Cor- 
poration shall use to the maximum extent practicable the services of private 
companies authorized to do an insurance business in any State of the United 
States, pursuant to agreements authorized to be entered into between the 
Corporation and such companies prescribing their respective rights and obliga- 
tions, including provision for any such company to act as underwriting agent or 
claim agent, or both, on behalf of the Corporation, and provision for reasonable 
compensation to be paid for services rendered by such company pursuant to 
such agreements. 

(h) Subject to the provisions of this Act, the Board of Directors shall deter- 
mine the terms and conditions upon which such guaranty contracts shall be 
entered into. 

Sec. 6. No guaranty contract shall be entered into under this Act if equivalent 
protection can be obtained on reasonable terms and conditions from companies 
authorized to do an insurance business in any State of the United States. 

Sec. 7. (a) All fees collected under this Act shall be deposited in a Guaranty 

Reserve Fund by the Corporation, after having made due allowance for admin- 
istrative expenses of the Corporation by depositing an appropriate portion 
thereof in the Corporation General Fund hereinafter established. 
- (b) Reserve fund moneys may be invested by the Corporation in obligations 
of the United States or in obligations guaranteed as to principal and interest by 
the- United States. Such obligations may be sold and reinvested as above, if 
deemed advisable in the opinion of the Board of Directors. All proceeds of such 
investment or sale of investments shall be deposited in the Guaranty Reserve 
Fund. 

(c) All payments to discharge liabilities of the Corporation under guaranty 
contracts entered into under this Act and repayments of loans from the United 
States Treasury shall be made out of the Guaranty Reserve Fund. 
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(d) When any payment is made by the Corporation, pursuant to subsection (c) 
of this section, the Corporation shall have the right at any time to require the 
exporter to assign to the Corporation the currency, assets or evidence of indebted- 
ness on account of which such payment is made and any right, title, claim or cause 
of action arising therefrom. However, any amounts so transferred and any 
sums recovered by the Corporation in respect thereof or of a transaction to which 
the guaranty applies shall be divided between the Corporation and the exporter 
in the proportions of the risks shared or guaranteed in accordance with section 
5 (d) of this Act. 

(e) The Board of Directors shall make every attempt to realize for the Gov- 
ernment the greatest return from any currency, credits, assets or evidences of 
indebtedness, and for this purpose the Board of Directors shall have power to 
deal with, manage, handle, and dispose of such items in such manner as it shall 
deem advisable, and any proceeds resulting from such actions by the Board of 
Directors shall be paid into the Guaranty Reserve Fund, after having paid the 
exporter his due proportion as provided in section 7 (d) of this Act. 

(f) If at any time moneys in the Guaranty Reserve Fund are not sufficient 
to pay liabilities of the Corporation under any guaranty contract entered into 
under this Act, the Corporation is hereby authorized to borrow from the 
Treasury of the United States, and the Secretary of the Treasury is hereby 
authorized and directed to lend to the Corporation on such terms as may be 
fixed by the Corporation and the Secretary of the Treasury, such funds as in the 
judgment of the Board of Directors are required for the purpose of paying such 
liabilities: Provided, That the rate of interest to be charged on any loan made 
pursuant to this subsection shall be a rate determined by the Secretary of the 
Treasury, taking into consideration the current average rate on current market- 
able obligations of the United States of comparable maturities as of the last 
day of the month preceding the making of the loan. For such purpose the 
Secretary of the Treasury is authorized to use as a public debt transaction the 
proceeds from the sale of any securities issued under the Second Liberty Bond 
Act, as amended, and the purposes for which securities may be issued under such 
Act are extended to include such loans. All loans and repayments under this 
section shall be treated as public debt transactions of the United States. 

Sec. 8. The Corporation shall have capital stock of $10,000,000 subscribed by 
the United States. Payment for such capital stock shall be subject to call at 
any time in whole or in part by the Board of Directors and, for the purpose of 
making such payment, the Secretary of the Treasury is authorized to use as a 
public debt transaction the proceeds from the sale of any securities issued under 
the Second Liberty Bond Act, as amended, and the purposes of which securities 
may be issued under such Act are extended to include purchases of the Corpora- 
tion’s capital stock issued hereunder. Certificates evidencing stock ownership 
by the United States shall be issued by the Corporation to the President of the 
United States or to such other person or persons as he may designate from time 
to time. When net earnings of the Corporation during any one fiscal year are 
deemed sufficient by the Board of Directors to do so, after adequate provision 
for reserves has been made, the Corporation shall pay the maximum dividend 
on such stock capable of being paid out of such net earnings, but not exceeding 
five per centum for such year. Any such dividend shall be paid into the Treasury 
as miscellaneous receipts. 

Sec. 9. In order to finance its activities other than those for which provision 
is made in section 7 (f) of this Act, the Corporation is authorized to issue to 
the Secretary of the Treasury from time to time in an amount not exceeding 
$50,000,000 outstanding at any one time its notes, debentures; bonds, or éther 
obligations, having maturities agreed upon by the Corporation and the Secretary 
of the Treasury not in excess of fifty years. Such obligations may be redeemable 
at the option of the Corporation before maturity in such manner as may be stip- 
ulated in such obligations. Each such obligation shall bear interest at a rate 
determined by the Secretary of the Treasury, taking into consideration the cur- 
rent average rate of marketable obligations of the United States of comparable 
maturities as of the last day of the month preceding the issuance of the obligation 
of the Corporation. The Secretary of the Treasury is authorized and directed to 
purchase any obligations of the Corporation to be issued hereunder and for such 
purpose the Secretary of the Treasury is authorized to use as a public debt 
transaction the proceeds from the sale of any securities issued under the Second 
Liberty Bond Act, as amended, and the purposes for which securities may be 
issued under such Act are extended to include purchases of the Corporation’s 
obligations issued hereunder. 
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Sec: 10. (a) From the proceeds of the sale of its capital stock, the Corpora- 
tion shall consider $2,000,000 as earmarked for deposit in the Guaranty Reserve 
Fund should such a deposit prove necessary to enable the Corporation to meet 
appropriate obligations out of the Guaranty Reserve Fund. 

(b) The balance of the proceeds of the sale of its capital stock, and any funds 
borrowed by it under section 9 of this Act, shall constitute a Corporation General 
Fund which may be used by the Corporation in the exercise of its functions, 
including payment of administrative expenses. 

Seq} 11: (a) For the purpose of carrying out its functions under this Act, the 
Corporation— 

(1) shall have succession in its corporate name; 

(2) may adopt and use a corperate seal, which shall be judicially 
noticed; 

(3) may sue and be sued in its corporate name; 

(4) may adopt, amend, and repeal bylaws, rules, and regulations govern- 
ing the manner in which its business may be conducted and the powers vested 
in it may be exercised ; 

(5) may make and carry out such contracts and agreements and take such 
other actions as are necessary or advisable in the conduct of its business; 

(6) may appoint and fix the compensation, in accordance with the provi- 
sions of the civil-service laws and the Classification Act of 1949, of such 
officers, attorneys, and employees as may be necessary for the conduct of its 
business, define their authority and duties, delegate to them such of the 
powers vested in the Corporation as the Board of Directors may determine, 
require bonds of such of them as the Board of Directors may designate, 
and fix the penalties and pay the premiums on such bonds; 

(7) may acquire by purchase, lease, or donation such real property or 
any interest therein and may sell, lease, or otherwise dispose of such real 
property as the Board of Directors may deem necessary for the conduct of 
the busines of the Corporation ; 

(8) shall determine the character of and the necessity of its obligations 
and expenditures, and the manner in which they shall be incurred, allowed, 
and paid, subject to provisions of law specifically applicable to Government 
corporations ; and 

(9) shall be entitled to the use of the United States mails in the same 
manner and upon the same conditions as the executive departments of the 
United States Government. 

(b) The enumeration of powers in subsection (a) of this section shall not be 
deemed to exclude other powers necessary to the achievement of the objects and 
purposes of the Corporation, All the powers conferred on the Corporation in 
this Act may be exercised by its Board of Directors. 

Sec. 12. The Corporation shall contribute to the civil-service retirement and 
disability fund, on the basis of annual billings, as determined by the Civil Service 
Commission, for the Government’s share of the cost of the civil-service retire- 
ment. system applicable to the Corporation’s employees and their beneficiaries. 
The Corporation shall also contribute to the employees’ compensation fund, on 
the basis of annual billings as determined by the Secretary of Labor, for the 
benefit payments made from such fund on account of the Corporation’s employees. 
The annual billings shall also include a statement of the fair portion of the cost 
of the administration of the respective funds, which shall be paid by the 
Corporation into the Treasury as miscellaneous receipts. 

Sec. 13. (a) All general penal statutes relating to the larceny, embezzlement, 
or conversion of public moneys or property of the United States shall apply to 
the moneys and property of the Corporation. 

(b) Any person who, with intent to defraud the Corporation, or to deceive any 
officer or employee of the Corporation or any officer or employee of the United 
States, (1) makes any false entry in any book of the Corperation, or (2) makes 
any false report or statement for the Corporation, shall, upon conviction thereof, 
be fined not more than $10,000 or imprisoned not more than five years, or both. 

(c) Any person who, with intent to defraud the Corporation or wrongfully or 
unlawfully to defeat its purposes, shall receive any compensation, rebate, or 
reward or shall enter into any conspiracy, collusion, or agreement, express or 
implied, shall, on conviction thereof, be fined not more than $5,0000 or imprisoned 
not more than five years, or both. 

(d) No fee or commission shall be paid by any applicant for the use of in- 
fluence, as distinguished from bona fide service in presenting the merits of an 
application, in obtaining any guaranty contract under the provisions of this Act, 


78965—56——2 
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and ‘the agreement to pay or payment of any such fee or commission shall be 
unlawful. Any person found guility of violating the provisions of this subsection 
shall, upon conviction thereof, be fined not more than $10,000 or imprisoned not 
more than five years, or both. 

Sec. 14. The Corporation shall submit to the President for transmission to the 
Congress at the beginning of each regular session an annual report of its 
operations under this Act. 

Sec. 15. As used in this Act— 

(a) The word “exported” shall mean any citizen or resident of the United 
States or any corporation, partnership, or association organized and existing 
under the laws of the United States or any State, district, Territory or possession 
thereof, who is qualified to do business therein and is engaged or intending to 
engage in good faith in the business of exporting goods or financing the export 
thereof in compliance with applicable law ; 

(b) The word “goods” shall mean all tangible or intangible personal property 
originating, grown, manufactured, produced, or substantially processed in the 
United States and commercially exported, including, without limiting the 
generality of the foregoing, all commodities (whether in raw, semiprocessed, or 
processed state), all other materials (whether in raw, semiprocessed, pr 3 
or manufactured state), all animals, all currency, coins, or evidences of equity 
ownership or indebtedness, and all patents, royalties, processes, or techniques ; 

(ce) The words “political risk” shall mean the risk of any governmental action 
interfering with the payment for an export transaction within a stipulated period 
of time after due date in accordance with the lawful terms agreed upon by the 
parties thereto, including— 

(1) restriction of the convertibility into United States currency of cur- 
rency of the country to which the goods or services guaranteed were exported, 

(2) ineurring of irrecoverable extra delivery charges occasioned by 
diversion of voyage caused by paragraphs 5 or 6 below, 

(3) imposition of licensing requirements, quotas or embargoes, or dis- 
criminatory increases in tariff rates payable by the exporter for goods 
delivered in the country involved or sufficient to excuse the importer under 
applicable law from completing his purchase of such goods, 

(4) requisition, expropriation, or confiscation by action of the government 
of a foreign nation of goods or services which are covered by a guaranty 
ae a 

(5) occurrence of war between the debtor’s country and the United 
States, 

(6) occurrence of hostile or warlike action in time of peace or war in 
the debtor’s country, including civil war, revolution, rebellion, insurrection 
or civil strife arising therefrom, or 

(7) Any other cause of nonpayment loss due to governmental action 
(excluding the insolvency of the buyer or his protracted default) which is 
beyond the control of the exporter or the foreign buyer and which cannot be 
insured or is not normally insured with commercial insurers ; 

(d) The word “loss” shall mean the difference between the contract price 
(including freight, insurance, and other charges legally due the exporter under 
the guaranteed transaction) for goods or services, in United States currency 
and the amount of such currency actually received by the exporter when payment 
therefor is due under the terms of the guaranty contract ; 

(e) The term “nonpayment” shall mean the failure of the debtor to pay the 
exporter in the United States and in United States currency. the amount 
under the terms of the transaction guaranteed within a period of six months’ (or 
such longer period as shall be specified in the guaranty contract) after the date 
on which payment is due under the terms of the transaction guaranteed; and 

(f) The word “State” shall mean any State in the continental United States 
and any district, Territory, or possession of the United States. 

Sec. 16. Section 101 of the Government Corporation Control Act, as amdnied 
(31 U. S. C. 846), is amended by inserting after “Saint Lawrence Seaway De- 
velopment Corporation” the words “Export Guaranty Corporation”. 

Sec. 17. If any provision of this Act or the application of such provision ‘te 
any person or circumstances shall be held invalid, the remainder of the Act and 
the application of such provision to any person or circumstance other than those 
as to which it is held invalid shall not be affected thereby. 
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The Cuarrman. We are all familiar with the Export-Import Bank. 
We have questions submitted by Senator Frear and others, and I think 
we ought to move along. 

Do you have a prepared statement, Mr. Waugh? 


STATEMENT OF SAMUEL C. WAUGH, PRESIDENT AND CHAIRMAN 
OF THE BOARD; LYNN U. STAMBAUGH, FIRST VICE PRESIDENT 
AND VICE CHAIRMAN OF THE BOARD; HAWTHORNE AREY, 
DIRECTOR; AND VANCE BRAND, DIRECTOR, EXPORT-IMPORT 
BANK OF WASHINGTON 


Mr. Wavau. No, sir. We did not receive word until day before 
yesterday, and yesterday we were in New York all day, so I have no 
prepared statement. 

The Cuarrman. That is quite all right. I called the meeting, I 
might say, at rather short notice, simply because the schedule of 
everyone is becoming so congested that we have to try to take advan- 
tage of any opening at this stage of the Senate’s business. 

Mr. Wavueu. We have previously submitted a letter, with which 
you are familiar. 

The Cuarrman: That is right, on May 16. I will put in the record 
at this point the letter received from the Export-Import Bank. 

(The letter referred to follows :) 


Export-IMPoRT BANK OF WASHINGTON, 
Washington, D. C., May 16, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Dear Senator Futsrignt: There is enclosed herewith a copy of a draft bill 
which would extend for five years, from June 30, 1958, to June 30, 1963, the 
period within which the Export-Import Bank of Washington may make loans. 

The Bureau of the Budget has authorized the submission of this draft bill 
to the Congress as in accord with the program of the President. The bill is in 
harmony with the Economic Report of the President, transmitted to the Congress 
January 24, 1956, in which, on page 91, it is recommended that the lending 
authority of Export-Import Bank of Washington be extended beyond June 30, 
1958. 

The present limiting date of June 30, 1958, is restrictive of the ability of the 
bank to exercise its functions as prescribed by the Congress, and to obtain and 
retain the services of qualified personnel. 

The limitation is especially restrictive in the field of financing large industrial 
or development projects abroad in conjunction with American firms. Many of 
these projeets required a period of more than 2 years for completion. This is par- 
ticularly true of electric power installations, heavy industry plants, and mining 
developments, in which fields there has been a substantial increase in the number 
of applications presented to the bank for consideration. ; 

While from a strictly legal standpoint, the bank considers it has authority, 
after the statutory expiration date for making loans, to make disbursements 
against commitments made prior thereto, applicants are concerned over the 
possibility that the statutory limitation may interfere with their full utilization of 
the credit. In large development and project loans, interim financing is often 
used by the United States firm involved, and many use letters of credit, which, 
under present limitation, are required to have a termination date prior to June 30, 
1958. Many firms assert that this is not conducive to normal and orderly proce- 
dures in construction, and is restrictive. 

Action by the Congress at this time to extend the period for making loans would 
eliminate any question as to the availability of funds to complete projects, and 
enable the bank to continue to consider on the merits applications for credits for 
projects requiring long construction periods. 
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The Advisory Committee to the Export-Import Bank, appointed pursuant to 
the 1954 Amendment to the Export-Import Bank Act of 1945, has recommended 
that the bank request the enactment of the proposed legislation at this session. 

In a similar situation, the bank, in May 1951, requested and the 82d Congress 
on October 3, 1951, approved a bill extending the lending operations of the bank 
from June 30, 1953, to June 30, 1958, thus taking action 2 years prior to the 
then expiration date for the bank’s operation. 

If any assistance is desired in connection with this draft bill it is hoped that 
you will not hesitate to call upon the directors and officers of the bank. 

Sincerely yours, 
SAMUEL C. WauGH, President. 

(The draft bill is in substance the same as S. 3868.) 

The Cuamman. Would you care to make just a very brief state- 
ment with regard to this extension of your charter and then we will 
have some questions. 

Mr. Waveu. The only statement I would like to make, Senator, is 
the fact that the charter expires, as you know—the date is 30th of 
June 1958—and the request for an extension has been made in order 
that the borrowers might have some assurance that the bank will con- 
tinue to operate in the future as it has in the past. 

While the extension is for a 5-year term, the law has always been 
that if at any time the bank is discontinued by any act of Congress 
the servicing of the loans that have been made during the term that 
the bank has been operated should continue. 

I don’t believe I have any statement to make other than the fact 
here are 4 of the 5 directors, the fifth being out of the city. As you 
know, I am the newest of the five directors, and if there are any state- 
ments that any of my associate directors would like to make, 1 would 
be very happy to give them this op men 

The as S. 3868 exten : so a : of on bank to June 30, 
1963. You are here in support of that bill and urging its passage? 

Mr. Wavau. Yes nde Reh 

The CHarrman. Would you comment on §S. 3329 introduced by 
Senator Smith of New Jersey relating to the activities of the Export- 
Im ort Beit? Are you prepared to make any statement with regard 
to that? 

Mr. Waveu. Yes, there are two bills, one in the Senate and one in 
the House, which are similar in intent, and we have already written 
a letter with reference to this particular bill which we will gladly 
put in the record. 

Very frankly, we cannot understand the conclusion recommended 
by this bill. is bill seems to take away from the bank the short- 
term loaning and add to the bank the addition of long-term com- 
mercial loans that we have already been making. And why they want 
to take the short-term credits away is a matter that I am not—— 

Senator Carrnarr. Will you yield? 

Mr. Waveu. Yes indeed. 

Senator Carenart. Mr. Chairman, did Senator Smith ever make 
any statement on this bill? 

The CHamman. This is to carry out a recommendation of the 
Hoover Commission—the second Hoover ission. 

Mr. Waveu. I have not talked to Senator Smith about the bill. 

The Crareman. I have & letter from the Export-Import Bank 
dated May 16, relating to this bill, which I will put in the record at 
this point. I also have letters from the Departments of State, 
Treasury, and Commerce, all opposing this bill. I will put all those 
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letters in the record at this point so it is clear what their position is. 
We have your letter in opposition to it. I thought you might just 
verbally summarize your position if you had anything additional to 
add to that. 

Mr. Wavau. No, sir. 

(The letters referred to follow :) 


Export-IMporT BANK OF WASHINGTON, 
Washington, D. C., May 16, 1956. 
Hon. J. WILLIAM FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


Deak SENATOR FuLBRIGHT: Your letter of March 2 requested the view of the 
Bank regarding S. 3329, a bill relating to the lending activities of the Export- 
Import Bank of Washington, and for other purposes. I am pleased to present the 
bank’s view on this proposal. 

The enacting section of the proposed bill would deprive the Export-Import Bank 
of authority to make normal short-term commercial loans for exports from or 
imports into the United States. It is the view of the bank that such an absolute 
limitation is unnecessary and would be unwise. 

The proposed limitation is regarded as unnecessary in view of the safeguards 
with respect to the activities of private capital which are contained in the Dxport- 
Import Bank Act of 1945, as amended. Section 2 (b) of that act provides in 
part that “It is the policy of the Congress that the bank in the exercise of its 
functions should supplement and encourage and not compete with private cap- 
ital * * *.” The bank has carefully adhered to this policy at all times. 

The bank generally does not provide financial assistance for imports into the 
United States because private capital ordinarily is available for this purpose. 
Similarly, the bank does not as a rule assist in financing exports where payment 
is in cash against documents, or in 30, 60, 90, or 180 days, since here also private 
capital generally is available where such credit terms are appropriate. 

The proposed limitation is regarded as unwise because circumstances may be 
foreseen wherein private capital temporarily would not be available to finance 
United States overseas trade on short terms, yet it would be in the overall interest 
of such trade that financial assistance be available from the bank for trans- 
actions of this sort on a temporary basis. Attention is called in this connection 
to the following statement on page 4 of the report from the Committee on Banking 
and Currency of the Senate to accompany 8S. 3589, 83d Congress, 2d session: 
“Any distinction between long-term and short-term credits or between exporter 
credits, as such, and loans to facilitate the purchase by United States private 
investors abroad of capital goods and equipment in the United States is a highly 
artificial one, and quite undesirable from the standpoint of the interests of our 
country. The bank should sympathetically consider kinds and types of proper 
loan applications irrespective of term which would aid in facilitating the exports 
of the United States, maintain our industrial potential, and provide continuing 
employment in our country.” 

Section 2 of the proposed bill would transfer to the Export-Import Bank “all 
the functions of each department, agency, independent establishment and officer 
of the Government relating to the making of long-term commercial export loans, 
loans for the development of the resources of foreign countries, and loans to 
foreign governments” together with unexpended balances of funds appropriated 
or otherwise provided for the purpose as well as related property, personnel, and 
records. On the premise that administration of foreign loans by the Government 
might well be more efficiently handled if concentrated in one agency, the Export- 
Import Bank now acts as agent, with respect to foreign-loan assistance, for other 
arms of the Government. This relationship permits continuation of the direction 
of the lending activities required, in connection for example with the mutual 
security program and the program for the disposal abroad of surplus commodi- 
ties, under the agencies charged with specific responsibility for the conduct of 
these programs. 

It is the view of the Export-Import Bank that enactment into law of either 
provision of S. 3329 would be ill-advised. A limitation upon the authority of the 
bank to assist United States foreign trade, where private capital is not available, 
is believed not to be in the best interests of this country. It is believed the 
executive branch presently has authority to transfer to the bank any foreign 
lending function which it would be appropriate for the bank to conduct con- 
sistently with the obligations of its own act. 
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I am authorized to advise you that the Bureau of the Budget has interposed 
no objection to the submission of this letter. 
Sincerely yours, 
Lynn U. STAMBAUGH, 
First Vice President. 


STATE DEPARTMENT, 
Washington, May 21, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate. 


DEAR SENATOR FULBRIGHT: Further reference is made to your letter of March 2, 
1956, which was acknowledged on March 5, 1956, requesting the Department to 
report on 8. 3329, relating to the lending activities of the Export-Import Bank of 
Washington, and for other purposes. 

The enacting section of the bill would deprive the Export-Import Bank of 
authority to make short-term commercial export or import loans. The bank 
generally does not provide financial assistance for imports into the United States 
because private capital is available for this purpose. Similarly, the bank does 
not as a rule assist exports where payment is in cash or for periods up to 180 
days since here also private capital generally is available where such credit 
terms are appropriate. 

It should be recognized, however, that circumstances may arise on occasion 
where private capital temporarily would not be available to finance imports or 
to finance exports on short term, yet it would be in the overall interest of United 
States trade that temporary financial assistance be found for such transactions. 
Accordingly, the Department would oppose this restriction of the authority of the 
Sank to act as may be required in the event that private financing is not available 
on short term. 

Section 2 of the bill would make the Export-Import Bank the sole Federal in- 
strumentality for making long-term commercial export loans, loans for the de- 
velopment of resources of foreign countries, and loans to foreign governments. 
At the present time, the Export-Import Bank is, in a formal sense, the sole 
agency of this Government for making long-term loans of the kind described. 
That is to say, in addition to making long-term loans under the authority of its 
own act, the bank also acts as agent for other Government departments in making 
long-term foreign loans. For example, the bank is the agent of the International 
Cooperation Administration in making loans for defense support and develop- 
ment assistance under the Mutual Security Act of 1954, as amended, and for 
making development loans in foreign currencies acquired from the sale of sur- 
plus agricultural commodities under the Agricultural Trade and Development 
Assistance Act of 1954. However, in these cases, the responsibility for deter- 
mining which countries or institutions shall receive loan assistance, in what 
amount, and under what terms and conditions rests, as it should, with the ad- 
ministrators of these programs under the general foreign policy guidance of the 
Secretary of State. The Department strongly believes that the formulation of 
policy with regard to all facets of these special programs must continue to rest 
with the administrators of these programs, although the execution of loans in- 
cident to these programs can continue to be the responsibility of the Export- 
Import Bank. The Department therefore opposes enactment of section 2 of the 
bill. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Rosert C. Hit, 
Assistant Secretary 
(For the Secretary of State). 


TREASURY DEPARTMENT, 
Washington, D. C., May 21, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D.C. 


My Dear Mr. CHAtTRMAN: Reference is made to your request of March 2, 1956, 
for the views of this Department on 8, 3329 relating to the lending activities of 
the Export-Import Bank of Washington, and for other purposes. The bill: (1) 
Requires that the Export-Import Bank cease making “normal short-term com- 
mercial export-import loans”; (2) transfers to the bank the lending functions 
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of other governmental agencies presently making long-tern commercial export 
loans, development loans and loans to foreign governments; and (3) provides 
that all appropriations for the purpose referred to in (2) above be made to the 
Export-Import Bank. S. 3329 appears to be based on recommendation No. 38 of 
the Commission on Organization of the Executive Branch of the Government on 
the subject of “Lending Agencies.” 

The phrase “short-term * * * loans” is not defined in the bill. If it is given 
the usual commercial meaning of credits for less than 180 days, it would serve 
no useful purpose since the Export-Import Bank does not generally extend credits 
for less than 1 year. On the other hand if the bill applies to credits up to say 
3 or 5 years, it would exclude the bank from a field of real importance to American 
exporters. While the Export-Import Bank exercises great care not to compete 
with private financial institutions, it has granted many exporter credits of such 
maturities where private financing was not available. 

In the field of long-term credit, the Bank stands ready to make such loans as 
it appears can be extended on the basis of sound banking practices. The lending 
authority of other institutions, such as the International Cooperation Admin- 
istration and the Department of Agriculture through Public Law 480, is 
part of broad programs. The decisions as to whether these programs can be 
carried out most effectively by making loans or by proceeding in some other way 
can best be made by the institutions which are charged by Congress to administer 
the programs. The services of the bank as an agent to handle the technical 
aspects of loans can be and have been extensively utilized by other agencies. It 
should also be pointed out that some of the lending carried on in these specialized 
programs is in foreign currencies whereas the Export-Import Bank has always 
operated primarily in dollars. 

If the above views of this Department are accepted, then it is not necessary 
to comment at length on the provisions in the bill dealing with annual appropria- 
tions. However it should be pointed out that such a procedure, while appropriate 
to a program of foreign aid including grants and special loans, would offer serious 
and unnecessary obstacles to an agency expected to make loans on a banking basis. 

In view of these considerations, the Treasury Department recommends against 
the enactment of 8S. 3329. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
W. RANDOLPH BURGESS, 
Acting Secretary of the Treasury. 


THE SECRETARY OF COMMERCE, 

Washington, May 21, 1956. 

Hon. J. W. FULBRIGHT, 

Chairman, Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: This is in reply to your request of March 2, 1956, for 
the views of this Department with respect to S. 3329, a bill relating to the lend- 
ing activities of the Export-Import Bank of Washington and for other purposes. 

Section 1 of this bill would terminate the authority of the Export-Import 
Bank to make normal short-term commercial export-import loans. Section 2 
of the bill would transfer to the Export-Import Bank all the functions of other 
Departments or agencies of the Government relating to the making of long- 
term commercial export loans, loans for the development of the resources of 
foreign countries, and loans to foreign governments. 

This Department opposes enactment of S. 3329. 

The bank normally does not make loans for a term of less than 1 year since 
it takes the position that shorter term credit than that is generally available from 
private sources. Under these circumstances, the bank feels that it should not 
make such loans because of the policy stated in section 2 (b) of the Export- 
Import Bank Act of 1945, as amended, that it “should supplement and encourage 
and not compete with private capital.” It would therefore appear that section 
1 of the bill is at least unnecessary. 

Moreover, it would seem that the proposed provision is undesirable inasmuch 
as it would create new problems of interpretation and would remove from the 
bank authority which might prove useful if emergency or other unforeseen cir- 
cumstances shoukl make it impossible for private sources to meet the shorter- 
term credit needs of the export and import trade of this country. 
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Section 2 of the bill would, we assume, have its greatest impact upon the loans 
authorized under the foreign-aid program. In that respect, it would have the 
effect of separating the administration ef the grant- and technical-assistance 
aspects of that program from its loan aspects. Bxperience has, we believe, 
indicated that the type of loans contemplated under the Mutual Security Act 
can best be administered in close association with the other aspects of the 
program. 

In this connection, it should be noted that the International Cooperation 
Administration already uses the banking facilities of the Export-Import Bank 
to establish and administer the eredits authorized by it under the foreign-aid 
legislation. Moreover, the financial policy aspects of foreign-aid leans are 
coordinated with the financial policies of the Export-Import Bank through 
the facilities of the National Advisery Council on International Monetary and 
Financial Problems established by the Bretton Woods Agreement Act. It would 
thus appear that the desirable degree of policy coordination and centralization 
ef loan administration is now achieved without sacrificing the equally important 
objective of unitary administration of the foreign-aid program. 

For these reasons, this Department recommends against enactment of 8. 8329. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report. 

Sineerely yours, 
SINCLATR WEEKS, 
Secretary of Commerce. 


' The Cuarrman. Mr. Waugh, the staff has prepared some questions 
relating to this particular bill, and they are rather lengthy. In order 
to complete our record for the purposes of answering any questions 
relating to this bill, I will ask your staff or board to give us a state- 
ment covering these questions for the record. 

Mr. Waucu. We will be very happy to do that. 

The Cuammayn, They go into detail with regard to this bill. 

(The information requested follows :) 


QUESTIONS ON S. 3329 
(Hoover CoMMISSION RECOMMENDATIONS) 


1. With reference to that provision of the bill which would terminate the 
authority of the Export-Import Bank to make “normal short-term commercial 
export-import loans,” will you explain why the bank opposes this provision? 

Answer: The bank generally does not provide loans for imports into the United 
States because private capital is ordinarily available for this purpose. Similarly 
the bank does not provide short-term financing of exports—that is, credit of 30, 
60, 90, or even 180 days—because here also private capital is. generally available 
from commercial banks and other sources where such credit terms are appropriate. 
The proposed limitation is regarded as unwise, however, because circumstances 
may be foreseen wherein private capital temporarily would not be available to 
finance United States overseas trade on short terms, yet it would be in the overall 
interest of such trade that financial assistance be available from the bank for 
transactions of this sort en a temporary basis. 

2. If this provision became law, would it not have a tendency to induce potential 
borrowers from the Export-Import Bank te request loans having a longer maturity 
than they really needed, if they were unable to obtain a short-term loan from a 
private lending institution? 

Answer: Such a result might follow. 

3. It is true, is it not, that the present Export-Import Bank Act already declares 
congressional policy that the bank should not compete with private capital? 

Answer: Yes, and for this reason the bank does not ordinarily provide shert- 
term credits since they are generally available from commercial banks or other 
private sources. 

4. If, as the Hoover Commission report asserts, -Import Bank loans in 
fiscal 1954 comprised only about 1 percent of total private imports and exports, 
is this not a conclusive demonstration that the bank is net competing with private 
capital in this field? 

Answer: The conclusion is justified. The bank could easily attract a large 
percentage of the financing were it prepared to compete and extend credit in cases 
in which it is available from private sources on reasonable terms. 
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5. Has not the fact that the Export-Import Bank can participate in export- 
import loans with private lending institutions probably made it easier for bor- 
rowers to obtain short-term loans from private sources? 

Answer: In our opinion, yes. 

6. Does the existence of the Export-Import Bank’s authority to make short-term 
loans have a salutary tendency to keep interest rates on such loans at a reasonable 
level? 


Answer: We believe it may. 

7. Would small business or big business be more apt to benefit from the 
Export-Import Bank’s short-term loan authority? 

Answer: In ¢ases in which loans are not available from private sources it is 
the smaller firms that are more likely to be unable to extend such credit from 
their own resources and accordingly to require the assistance of the Export- 
Import Bank. 

8. If this authority had not existed in the Export-Import Bank, where else 
could its short-term borrowers have obtained their loans, since private sources 
apparently were not willing to make them? 

Answer: The bank has extended short-term loans only in the relatively few 
instances in which such credit was not available from private sources on reason- 
able terms. In the absence of such assistance from the bank the overseas 
business would have been lost to the United States exporter. 

9. At a time like the present, when loan funds are becoming more difficult to 
obtain, is it wise to take away short-term lending authority from the Export- 
Import Bank? 

Answer: We do not think it would be wise to do so. 

10. With reference to section 2 (a) of the bill transferring to the Export- 
Import Bank all Federal functions of (1) long-term commercial export loans, 
(2) loans to develop foreign resources, and (3) loans to foreign governments, 
will you explain why the Export-Import Bank opposes this suggestion? 

Answer: The bank has authority to make loans of the three types listed 
when they are for the purposes and meet the conditions of the act governing 
the bank. Although the bank presently acts for other departments and agencies 
of the Government in the administration of foreign loans extended by such de- 
partmenss or agencies in connection with foreign aid and other govermental 
programs it is believed that the bank can best perform its functions in the field 
of United States overseas trade if it is not required to accept primary respon- 
sibility for the conduct of programs in other fields which involve criteria and 
procedures different from those involved in a banking operation. 

11. Is it not true that Federal foreign-aid programs involve much more than 
loans, and therefore require more than loan administration? 

Answer: That is true. 

12. Would not this call for the entire policy supervision to be placed in a 
single agency, rather than separating lending policy from the rest of the foreign- 
aid programs? 

Answer: We agree that a foreign-aid program may include some type of lend- 
ing operations which can best be carried out as part of that entire program. We 
do not believe that it would be in the best interest of the bank’s present program 
of financing United States foreign trade to combine-it with a foreign-aid program. 

13. Is it not true that the Export-Import Bank presently performs the services 
on loans of ie type as fiscal agent for other Federal agencies? 


: Yes. 

14. Isn’t overall coordination of foreign loan policy presently supposed to be 
obtained through the medium of the National Advisory Committee on Inter- 
national Monetary and Financial Problems established under the Bretton Woods 
Agreement Act? 

Answer: Yes. 

15. Section 2 (b) of the bill requires all appropriations for any of these func- 
tions proposed to be vested in the Export-Import Bank to be made to the bank. 
Would this in your opinion prevent the bank from continuing to operate on funds 
ve from United States Treasury and proceeds of capital stock held 

y 

Answer: While that seems to be the intent of the bill, there may be doubt as 
to whether it does so. 

16. If not, this provision does not appear to carry out the full effect of the 
Hoover Commission recommendation that funds for all Export-Import-Bank 
loans be provided by annual appropriation. What disadvantages would you 
find in such a requirement? 


78965—56——8 
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Answer: The recommendation that Congress provide by annual appropriation 
the funds necessary to carry out the purposes of the bank would seriously impair 
the effectiveness of the bank in furthering the objectives of its existing legisla- 
tion. It would convert the lending program into a form of foreign assistance 
dominated principally by foreign political factors, instead of the present program 
of extending loans based on sound economic consideration to meet the real needs 
of our foreign trade as they arise. 

The bank could not be expected to retain the power to conduct an efficient 
banking business if it were required to announce and defend publicly its lending 
program in advance of discussion with, or sometimes even before receipt of 
application from, prospective borrowers. If an appropriation were made after 
such public debate, the lending of the entire appropriation in accordance with 
original plan would be difficult to avoid, regardless of changes in circumstances 
encountered between the submission of the plan and the appropriation and allo- 
cation of the funds. Much of the credit for the effectiveness of the bank in the 
past is attributable to the flexibility obtainable under the existing legislation, 
which has enabled the bank to meet the extraordinarily rapid and far-reaching 


changes in world conditions affecting foreign trade in the 22 years since the bank 
was established. 


17. Although “short-term commercial Export-Import loans” are not specifi- 
cally defined in the bill, would you supply for the record a list of loans by amount 
and term made in what you consider to be that category during the past 5 years? 

Answer: The bank has not authorized any credits of less than 1 year during 
the past 5 years. It has had in effect during this period short-term credits total- 
ing less than $100,000 under revolving credit lines established in favor of small 
firms during and immediately following the war in cases in which private capital 
was not available. These credit lines have been retired or taken over by com- 
mercial banks. 

During the past 5 years the bank has extended 12 medium-term credits of from 
1 year to 18 months totaling $411 million to finance such commodities as cotton, 
tobacco, and wheat in cases in which the export sales'could not have been con- 
cluded in the private market on usual commercial short terms, 

18. It is true, is it not, that the Bureau of the Budget had an opportunity to 
clear the comments made by the executive agencies on this bill and that it inter- 
posed no objection to their united opposition to it? 

Answer: That is correct. 


The Cuamman. Now coming back to S. 3868, there are a few 
questions I wanted to ask. ; 

As you know, the Task Force on Lending Agencies of the second 
Hoover Commission, but not the Commission itself, recommended 
abolition of the Export-Import Bank. You do not agree with that 
recommendation, I take it. 

Mr. Waveu. I do not agree. 

The Cuarrman. At present the bank has adequate funds to carry 
out its function, does it, so no increased borrowing authority from the 
Treausry is required? 

Mr. Waveun. That is correct. 

The Cuarrman. The most recent 5-year extension of the bank’s 
life was made 2 years before the then termination date for the bank, 
was it not? 

Mr. Waveun. Yes, sir. 

The Cuarrman. I understand the bank is not required to contribute 
to the Civil Service Commission its share of employee benefits. Why 
shouldn’t we amend the bill to require such contributions to be made? 

Mr. Stampavenu. I think we do, Iam certain we do. 

The Cuarrman. The Hoover Commission task force recommended 
that you do this, and I wondered if you have any comment upon that. 

Mr. Waueu. We have no objection, but I think we do contribute. 
But if we do not, there would be no objection on the part of the Board, 
Iam sure. But I think we already do. 
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The Cuaimrman. Unless you have done it recently, it is the belief 
of the staff that you do not and that the Hoover Commission task 
force recommended that you should. 

But you have no objection then to a possible amendment to this 
bill requiring you to make a contribution ? 

Mr. Waveu. No,sir, haven’t. And I will poll my fellow Directors 
to see if they have. 

Mr. Branp. None at all. 

Mr. Arey. No, 

Mr. Strampavueu. No. 

Mr. Wavueu. We have none. We want the bank to carry its share, 
of course, of expenses of this item. 

The Cuarmman. Have recent Export-Import Bank operations re- 
flected any tightening of credit availability in the private market? 

Mr. Waveu. Yes, sir. 

The Cuairman. Could you elaborate a little for the benefit of the 
committee ? 

Mr. WaueHu. When I appeared before this committee in January, 
we outlined at that time that it was our wish to cooperate with the 
private banks in the sale of the bank’s paper to the extent possible, 
and we have found that since that date, while the banks are ready and 
willing to cooperate, the domestic demands has been so heavy that 
we have not been able to sell as much of our paper or obtain as large 
participations as we had hoped that we would. But by that I want 
to hasten to add that we have had some success in the last 6 months 
that is very encouraging, and we have been told by numerous bankers 
that when their domestic demand slackens they will be able to take 
larger participations and work more closely with the bank. 

Lhe tightening of the market has been reflected in the cost of 
money to the bank. You understand, we pay the Treasury the cur- 
rent rate for every dime we borrow. The rate 6 months ago—I am 
quoting now from memory—was 234. It went to 2%. And the 
highest rate that the bank has paid in its history was in May, which 
was 314. On June 1 this year there was a slight slackening, and our 
notes. that we have signed this month have been on a 3-percent basis. 

The Crarmman. That increases your costs, and you necessarily 
haverto on such increases to your borrowers ¢ 

Mr. Waven. We have increased our exporter credit rate from 5 
to 54% percent within the last 6 months. That is the minimum credit 
rate. 

Senator Carenartr. Will the Senator yield ¢ 

The Cuamman. Yes. 

Senator Carenartr. What profit did you make last year? 

Mr. Waveu. I will give it to you exactly on the 6 month basis 
in just a minute, Senator. 

Senator Carenart. Is your profit running as big this year as it did 
last ¢ 

Mr. Waveu. Just about the same. 

Senator Caremart. Approximately what does it run a month or 
week or 

Mr. Wavueu. We pay the Treasury about a million dollars ‘a week. 

Senator Carzmarr. In other words, your net profit is about a 
million dollars a week ? 
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Mr. Wavucu. We paid to the Treasury last year from interest and 
dividends $48 million plus. 

Senator Carenarr. Almost a million dollars a week net profit ? 

Mr. Wauen. Yes, sir. 

Senator Caremart. Is it running as high this year as it did last ¢ 

Mr. Wavuen. Yes, sir. 

The Cuatrman. In that connection, would you supply for the record 
a cumulative loss or profit statement ¢ 

Mr. McKenna. I think it is in the record. 

Mr. Waveu. It isin the 6-month record there. 

The CHarrMan. That isall right. We have those figures. 

Mr. Waven. Yes, they are there. 

Senator Carenart. The Export-Import Bank has never had any 
losses, has it ¢ 

Mr. Waveu. Yes, sir. The Export-Import Bank has had losses. 
In its 22-year history it has charged off losses which are slightly less 
than $500,000, or eight one-hundredths of 1 percent. 

We have, in addition to paying the interest to the Treasury and 
dividends on the billion-dollar capital, accumulated a reserve of 
$397 million for the protection of future possible losses. 

Senator Cargnarr. What is the amount of outstanding obligations 
of thebank at the moment? 

Mr. Waven. $2.6 billion, plus about $600 million authorized which 
has not been drawn. 

Senator Carenart. Only $2.6 billion is outstanding, and against 
that you have nearly $400 million asa reserve ¢ 

Mr. Wavaun. Yes, sir. 


Senator CaprHarr. That is what? About 15 percent? 

Mr. Waveu. Yes, sir. 

Senator CareHart. And in 22 years your losses have been less 
than $500,000 ¢ 

Mr. Wavuen. Yes, sir. 

Senator Carenarr. Maybe we ought to recover some of that re- 
serve. I think it is too high 


h. 

Mr. Waven. I do not believe that the reserve is too high. We are 
paying into the Treasury this year from collections on leans in areas 
where we do not happen to be reloaning—the fact of the matter is the 
net to the Treasury this year in the first 10 months was $101 million. 

Senator CareHart. You mean you returned to the Treasury $101 
million more than you loaned ¢ 

Mr. Waveu. Yes, sir. Now, the reason for that is, Senator, we 
have approximately a billion dollars of loans which were the old 
lend-lease loans. 

Senator Carenart. I see. 

Mr. Waven. For example—— 

Senator Carenart. To France, for example? 

Mr. Waveu. Yes, sir. 

Senator Carenart. Was France one of them? 

Mr. Wavueu. France has nearly a billion dollars. 

Senator Caprnarr. Are they paying promptly? 

Mr. Wavexn. Without any question. Every payment. 

Senator Capenart. Do they pay interest ? 

Mr. Waveu. Interest and principal. 

Senator Carenart. They are paying promptly? 
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Mr. Waven. That is correct. 
Senator Carenart. When you talk about $101 million of receipts 


beyond the amount you have loaned, that includes the repayments from 
this French loan? 


Mr. Waven. Yes, sir, and similar 

Senator CapeHart. And other such loans? 

Mr. Waveu. Yes, sir. 

Senator Carenart. I see. 

Mr. Waveu. And that is one reason why we are able to repay; but 
the point I would like to emphasize in making this repayment to 
Treasury is I do not believe we are in any way denying worthwhile ap- 
plications that are available. I think that is the acid test. 

Senator CarenHarr. You say you have nearly $400 million worth 
of reserves against $2.6 billion in loans. 

Mr. Wavan. Yes, sir. 

Senator Carenart. That is about 15 percent, is it not? And in 22 
years you have only had $500,000 in losses. That would indicate to 
me that your reserve is more than ample, more than you need. 

Mr. Waveu. You understand, of course, that we are loaning these 
reserves the same way that we are loaning the money we get from 
the Treasury ? 

Senator Capenartr. I understand. Your reserves are not there in 
cash. 

Mr. Waueu. That is correct. 

The Cuarrman. That helps your profit situation. 

Mr. Waven. That is correct. 

The Cuarrman. That fund does not carry interest that you have 
to pay the Treasury. 

Mr. Waveu. That is correct. 

The CHarrman. However, the income is covered in as a profit rather 
than interest. 

Mr. Waven. That is correct. On the other hand, as I have said 

The Cuarrman, That is a little more satisfactory 

Mr. Waveu. We have over a billion dollars worth of loans that 
are at a rate of 3 percent and less. Now, when we are paying 31% 
for money, it is a little difficult to make any profit. 

Senator Carenarr. Will you yield? Those loans at 3 percent are 
what might be termed political loans ¢ 

Mr. Waven. That is correct. 

Senator Cargemart. They are loans you made on the direct authori- 
zation of the Congress ¢ 

Mr. Wauen. Yes. 

Senator Carenart. Like the French loan? 

Mr. Waveu. Yes, sir. 

Senator Carremarr. They are not loans that you made for commer- 
cial purposes / 

Mr. Waveu. That is right. Those are the old lend-lease loans that 
the bank has taken over and serviced ever since, and there is not a 
delinquency on them anywhere along the line. 

Senator CapeHart. What are some of the other countries involved 
in that category of loans? 

Mr. Waveun. The Netherlands, $50 million at 2%. The Nether- 
lands, another $50 million at 214, 3, and 314 percent. Now, on both 
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of those loans the total amount of $33 million has already been re- 
paid, and there is $66 million outstanding. 

Senator Carrnart. What is the balance of the French loan? 

Mr. Waven. There are two French loans. The total amount orig- 
inally was $1.2 billion. They have paid $270 million principal, and 
there is $929 million outstanding. 

Senator Carenart. But they are meeting the payment dates on 
time ? 

Mr. Wavuen. There has never been a delay of a day. 

The CHarrman. What is the interest rate on that loan? 

Mr. Waven. $550 million is 234, and $650 million is 3 percent. 
Then we have $94 million that was loaned to Finland at 214, 3, and 314. 
And on the Finnish loan, $13 million has been repaid, and there is 
$81 million outstanding. 

Senator Carenarr. The total of $ $2.6 billion includes these loans 
that you have just mentioned ? 

Mr. Wavanu. That is correct. 

Senator Carrnarr. What is the total amount of those so-called 
lend-lease loans ? 

Mr. Waveu. I would have to give you an estimate. I think the 
total unpaid balance today is around $1.2 billion or $1.3 billion. T can 
give it to you exactly in a short time. 

Senator Carenarr. It is about half of the outstanding? Is that it? 

Mr. Waveu. When you take the outstanding, I said $2.6 billion, 
Senator. There is also between $600 million and $700 million of 
authorized loans. 

Senator Carenarr. But that hasn’t been expended ¢ 

Mr. Waven. Has not been expended. 

Senator Carenartr. It has not been disbursed yet ? 

Mr. Waveu. The answer to your question, is “ Yes.” 

Senator Caprnarr. The lend-lease so-called political loans are about 
half of your total? 

Mr. Waveu. That is correct. 

Mr. Srampauen. Lend-lease and reconstruction. 

Mr. Wave. Yes, lend-lease and reconstruction. There are other 
countries that I could give to you if you would like to have them. 

The CuHarrman. What about your billion dollars in capital stock ? 
What do you think about retiring that so you would operate on bor- 
rowed funds solely ? 

Mr. Waven. I think that is more or less a bookkeeping transaction. 
As long as we are paying the current rate of interest on the capital 
stock, which the law does not require us to do, I don’t think—I think 
it is a distinction without a difference. 

The Cnarrman. Are you paying now the current rate on the capital 
stock ? 

Mr. Waveu. The dividends. We are paying dividends on the bil- 
lion dollars and have for several years. 

Senator Capenart. What is the dividend ? 

Mr. Waven. 214 percent—$22.5 million. 

The CuHarRMan. “Phat i is the charge, in effect—— 

Mr. Waven. Yes, sir. That is a voluntary 

The Cuamman. If you did pay that off and borrowed it from them 


then, you would pay the going rate I suppose, the difference between 
214 did you say ? 
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Mr. Waveun. Yes. 

The CoHarrman. And the 3 percent you are now paying. 

Mr. Waveu. 21, has been the rate we have paid principally because 
that has been the going rate in years past. 

The CHarrman. Yes. 

Mr. Waven. We have not determined what our dividend will be 
which will be payable as of June 30 this year and payable in the next 
year. I assume that we will sit down and figure our average cost of 
money and probably return to the Treasury the going rate of interest. 

The Cuarrman. Have you calculated what your profit would be, if 
we use that term in this connection, as distinguished from the interest 
you would pay the Treasury assuming you paid the going rate on all 
borrowed funds including capital? Then what would be the profit 
above that? 

Mr. Arey. We have calculated that. 

The CuHarmMAn. Have you calculated that ? 

Mr. Arey. Yes, we have made that statement to the Congress a 
number of times. We have it. We could supply it. 

The Cuarrman. Would you supply that for the record at this 
point ¢ 

Mr. Waveu. Gladly. 

The Cuarrman. Take the period of the last 5 years and calculate 
what the profit would be if you had paid the going rate on all funds 
used. 

Mr. Arey. All right. 

(The information requested follows :) 


The Export-Import Bank Act of 1945 provided the bank with $1 billion 
of capital stock to be held by the Secretary of the Treasury on behalf of the 
United States. Through the fiscal year ending June 30, 1950, the Export-Import 
Bank did not pay dividends on the stock. During that period the bank was 
accumulating reserves. According to reports of the General Accounting Office 
the aggregate amount which the bank would have paid on its capital stock if it 
had paid dividends or interest equal to the average cost of money to the United 
States during the period from June 30, 1945, through June 30, 1950, would have 
been $84,167,152. This amount is included in the reserves of the bank, which 
totaled $397.4 million on December 30, 1955. 

Since June 30, 1950, the bank has paid to the United States Treasury dividends 
in excess of the aggregate cost to the United States of the $1 billion invested 
in capital stock of the bank. Figures by fiscal years are as follows: 


| Additional Dividends 
Fiscal year ending— | interest costs paid by 





estimated Export-Import 
by GAO Bank 

Innate le lias oocs, ali) ertidiggsd, uni! iat.) $21, 152, 750 $20, 000, 000 
Se ee 19, 217, 000 20, 000, 000 
SN I csi seca Mee .2 die Pe enc. kw 17, 281, 000 22) 500, 000 
Te 17, 331, 000 22, 500, 000 
ee ee ee eee en |___ 20, 790, 000 22, 500, 000 
ea es Shh bitin vantd-nicotn gues | 95, 71, 750 107, 500, 000 


Accordingly, during the past 5 years the bank has paid to the United States 
Treasury the amount of $11,728,250 in excess of the cost to the United States 
during the period of the $1 billion of capital stock. 


The Cuatmman. And if I can just complete that, you have no feeling 


one way or the other? It is a bookkeeping matter? Doesn’t make 
any difference ? 
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Mr. Waveu. That’s all. I think to clarify the record I should also 
call attention of the committee to the fact that the bank has some 
term money that we have borrowed over a term of years from the 
Treasury at 1% and 2 percent which offsets these lower loans. The 
average rate we are paying on the loans that were made some time 
ago and our current rate, is right at 2 percent. In other words, I 
don’t want the impression to prevail that we are paying 31% on all 
the money we have. 

The CuHamman. That is what you currently take out on current 
operations ? 

Mr. Waveu. That is correct. 

The Cuarrman. In the same way, your old loans, lend-lease and so 
on, do not have the going rate on them either. 

Mr. Waveu. That is correct. 

The Carman. Incidentally, what is the term on that French 
loan, just asanexample? Is it a long-term loan? 

Mr. Waveu. Yes, sir; with semiannual payments. 

The Cuarmman. Is that all—— 

Senator Carenart. Thirty years, is it not? 

The CHarmman. It is all in your report, is it not? 

Mr. Waveu. Yes, sir. 

The Cuarmman. I don’t want to clutter up the record. 

Senator Carenart. I think it is a 30-year loan. 

Mr. Waveu. It is right here. I have it right here. 

Senator CaPeHart. i don’t want you to answer this question now. I 
would like you to make a thorough study so that your answer will be 
fully accurate, and then write us. I would like to have this record 
show this. 

The question is this, and I don’t want you to answer it now because 
I want to make certain that it is an accurate statement when you 
get the facts: Is there any policy of this administration or any pat 
administration of the United States Government which would lead 
any potential borrower from the Export-Import Bank to believe 
that an Export-Import Bank loan was available only when private 
core and International Bank financing were not available? 

Mr. Waveu. All right. We will answer that in writing. 

Senator Cargenart. I would like to have that answered in writing, 
because I want you to check the different sources if you will. 

Mr. Wavueu. Yes, sir. 

Senator Careuarr. I think this committee is entitled to know 
whether there is any policy anywhere, has been or is now or ever was, 
that Export-Import Bank loans are only available when private capi- 
tal and when International Bank financing are not available to a 
country or to anyone in a specific country. 

Mr. W aueH. All right. 

Mr. Stampavuenu. Do you have that question in writing, sir? 

Senator Cargenart. No. 

Mr. Wavuenu. We will get it off the record. 

Senator Carenart. You can get it from the reporter. I think this 
committee is entitled to know that, and I think it is entitled to know 
it in writing. Is there any policy of this Government—frankly, this 
is what it amounts to—that says that you can’t loan any Export- 


Import Bank money if private industry can do it or if the Interna- 
tional Bank can do it? 
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Mr. Waueu. All right. 
Senator Cargnarr. I am very anxious to know, and I know the 
whole committee is. 

Mr. Wavueu. Allright. 

The Cuamman. I will say in that connection that Senator Frear 
mn with the chairman a list of some eight questions, several of them 

bearing upon aspects of that same problem. Perhaps it would be the 
most efficient way to submit them to you in wr ‘iting, since they are in 
writing, and you could answer them fully and in detail for the record. 

Mr. Waveu. That would be much more convenient for us, and I 
think we could make a better report that way. 

Mr. Stampavuanu. We have that list here. 

The Coairman. That I believe will serve the purpose. 

Senator Capgnarr. Yes—to answer Senator Frear’s questions as 
well as the one I propounded. 

The CuatrMan. Yes. They develop the same thing. 

Senator Capgenart. I have not seen Senator Frear’s questions so I 
do not know. 

Mr. Waveu. If Senator Frear’s questions develop the same as your 
questions—— 

Senator Capenart. If Senator Frear’s questions cover my part that 
will suffice. 

Mr. Waveu. I say if they do, we will answer everything. 

Senator Carenarr. What I want to know is: is there any policy 
today or was there ever a policy, frankly, whereby the Export- Import 
Bank has a secondary function to any other international banking 
organization ¢ 

Mr. Waveu. We will be glad to answer Senator Frear’s questions in 
writing. 

(The information requested follows :) 


QUESTIONS ASKED OF Export-IMporT BANK AT SENATOR FREAR’S REQUEST 


1. I have heard it said that Export-Import Bank is following a policy of 
requiring prospective applicants to apply first to the International Bank. Is 
this so? 

Answer: The answer is unequivocally “No.” 

2. Is any such policy consistent with Public Law 570, 83d Comgress, approved 
August 9, 1954, which expressly superseded Reorganization Plan No. 5 of 1953, 
in view of the following: It was section 5 of the plan that authorized the 
National Advisory Council to establish general lending and other financial 
policies for the Export-Import Bank. Our Committee Report No. 1624 on the bill 
(S. 3589) that became Public Law 570 without change noted (p. 3) : 

“This will leave the National Advisory Council on International Monetary and 
Financial Problems with the power to coordinate the foreign lending activities 
of the Export-Import Bank with those of other Government agencies. The 
present power of the National Advisory Council to ‘establish the general lending 
and other financial policies’ of the bank will be abolished.” 

If the Council is trying to impose such a policy on the Export-Import Bank, 
isn’t it exceeding its “coordinating” authority and attempting to exercise a power 
to “establish” Export-Import Bank policy that was taken away from the Council 
by Public Law 570? 

Answer: The Directors of the Bank are following the policy established: 
namely, the general lending and other financial policies are reserved to the 
Export-Import Bank Board of Directors. There has been some misundertand- 
ing with reference to a policy statement written prior to the law referred to, 
that the International Bank shall be the normal source of loans for govern- 
mental and development projects in member countries and that the Export- 
Import Bank, except in special cases, should not make loans within the pur- 
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view of the International Bank for Reconstruction and Development. This 
policy statement was entered into prior to the adoption of the amendment 
of the Export-Import Bank of 1954. The National Advisory Council has not 
imposed this policy upon the bank since the organization of the present 
Board. 

3. Isn’t it true that the proceeds of an Export-Import Bank loan are more 
likely to be spent directly in the United States than the proceeds of an Inter- 
national Bank loan? 

Answer: Yes, it is recognized throughout the world that loans from the Export- 
Import Bank are tied directly to the purchase of goods and services in the 
United States. 

4. Public Law 570 restored the President of the Export-Import Bank to full 
membership on the National Advisory Council as part of the effort to restore 
independence to the bank. Is this provision working out successfully, so that 
the views of the bank President receive due consideration in Council deliber- 
ations, or is further legislative action needed to assure the practical independence 
of the Bank in establishing its policies and conducting its operation? 

Answer: Since becoming President of the bank and a member of the National 
Advisory Council, I want to say that I have received full and complete cooperation 
from the Chairman and have been accorded every consideration by the members 
of the National Advisory Council. 

In answer to the second portion of your question regarding any further legis- 
lative action being needed, I would suggest that any misunderstandings that 
have existed in the past can be clarified by executive action. 

5. Does the position of the Secretary of the Treasury as Council Chairman 
give undue weight to the opinion of that official, in view of the fact that he is 
also a Governor of the International Bank and one of his Assistant Secretaries 
is also Executive Director of the International Bank for the United States? 

Answer: No. 

6. Is there a tendency on the part of the Export-Import Bank to decline loan 
applications that have once been declined by the International Bank? 

Answer: During the time I have been President of the Bank, which is only 8 
months, I do not reeall a single incident whereby the Export-Import Bank has 
even considered a loan application which has been declined by the International 
Bank. Perhaps I should add that should the situation arise in the future, any 
decision made by the International Bank would not necessarily govern this 
bank’s decision. It is conceivable that there would be sound loans in the interest 
of our country and that our Board would most certainly exercise independent 
judgment and arrive at a different decision than might be determined by an 
international body. 

7. If so, does not this policy combined with the policy of requiring an applica- 
tion to apply to the International Bank first tend te detract from the value 
of the Export-Import Bank as a lending institution? 

Answer: Any policy which requires an applicant to apply first to the Inter- 
national Bank would be a deterrent to the flow of applications and would detract 
from the effectiveness of the Export-Import Bank. 

8. Is there any indication of an attempt by the National Advisory Council 
to favor International Bank loans over Export-Import Bank loans as a means 
of removing the effect of Export-Import Bank loans on the national debt? 

Answer : There is today no indication whatsoever of an attempt by the National 
Advisory Council to favor International Bank loans as a means for removing 
the effect of Export-Import Bank loans on the national debt. Actually the 
Export-Import Bank activity is not a drain on either the bulget or the national 
debt. We are going through a period wherein the annual repayments to the 
hank are substantially higher than are disbursements. The net effect is that 
the bank is returning to the Treasury each year more than we are borrowing. 


Mr. Waveu. Answering your question now with reference to the 
French loan, it is divided into two sections. The 3-percent loan, which 
was $650 million, was due in 40 semiannual payments, last payment 
due in 1971. The 23¢-percent loan, which was made in 1945, had 60 
semiannual payments, or 30 years, due in 1976. 

Senator Leuman. Is the interest rate on both those loans fixed? 

Mr. Wavueu. Yes. They are both fixed, sir. The first loan was a 
3-percent loan, and the second was a 23¢-percent loan. 

Senator Lenman. Thank you. 


———- 
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The Carman. Does the Senator from New York wish to ask any 
questions? 

Senator Lenman. No; I have no questions to ask. 

Senator Capenart. Are you loaning more money this year than you 
did last # 

Mr. Waucu. We have loaned $320 million in the first 10 months of 
this year. 

Senator Carpenarr. You are talking about the fiscal year ? 

Mr. Wauaeu. Iam talking about the fiscal year. 

Senator Carenarr. Do you have any idea how the first 5 months 
this calendar year compare to the same 5 months in the last calendar 
year ¢ 

Mr. Waueu. No; I do not have that, Senator. 

Senator Carenarr. Generally speaking, are you loaning more or 
less ? 

Mr. Waveu. Generally speaking, we are making more loans, but 
we have not had as many large loans as we have had the last 2 years. 

Senator Carenarr. Are you getting more or fewer applications? 

Mr. Waveu. More applications. 

Senator Carmnar7i. Ii the Senate and the Congress adopt my sub- 
stitute to the foreign-aid bill whereby you extend X amount of 3-year 
credit to every so-called backward country, calling for about $2 billion, 
you will be, I hope, rather busy. 

Senator Lenuman. You referred to $600 million in addition to the 
outstanding loans which have been authorized. Is that an option given 
to the borrowers whether they wish to take all or part of that $600 
million, or is it 

Mr. Wavuaeu. No, those are firm commitments, Senator Lehman. 
For example, the largest item is $100 million to the Southern Peru 
Copper Co., which is a consortium of 4 firms to develop this copper 
project down in Peru. And they will take that $100 million over a 
term of years as they need it. It probably won’t go out for a 4-year 
term; maybe 5 years. That is the largest single item we have. 

But we have an authorization for a loan that we have recently made 
for shipment to Japan. Well, that won’t be called upon until the 
shipment is ready to be shipped. 

1 here is always an accumulation of authorized but not used loans. 


Senator Lenman. Do they pay any fee or interest on those loans 
until they are called ? 


Mr. Wauveu. Interest starts when they are called. 

Senator Cargenarr. How many countries at the moment do you 
have where you have given a line of credit over a period of months 
or years, or do you have any? I mean governments. 

Mr. Waven. There are 6 or 7 that have been given authorization 
for lines of credit. 

Senator Carenartr. With a specific limit of time in which they may 
draw the credit, or open-end credit ? 

Mr, Waveu. Yes; with a specific limit of time. 

Senator CaprHart. Welk oon care to give us the names of the 
countries ? 

Mr. Waveun. There would be no objection at all. We made the most 
recent one, which was $65 million—— 

Senator Carrnart. How much / 

Mr. Waueu. $65 million. Tothe Philippines. 
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Senator Capruarr. I see. 

Mr. Waven. Which was made quite recently. Now, that is all for 
projects that will fit within the normal plan of the bank’s lending. 
It is not an open line of credit as some people may think it is. It isa 
line of credit to be used for specific projects that fall right within 
the bank’s normal category. 

Senator Carruartr. Yes, that is understood. 

Mr. Wavueu. I think you understand it, but I think lots of people 
outside do not understand it. 

Senator Carrnarr. Part of my substitute bill to the present foreign- 
aid bill pending before the Senate Foreign Affairs Committee calls for 
authorizing you to loan up to $2 billion to all the backward countries 
of the world on a 3-year credit to be repaid in dollars, and another 
$500 million to be loaned to be repaid in the currency of X number 
of countries that are unable to repay in dollars at the moment. 

You do have at the moment some 6 or 7 countries that do have such 
a line of credit? Is that correct? 

Mr. Waven. Yes. In Mexico 

Senator Carenartr. Has it worked satisfactorily ? 

Mr. Waveu. Yes, I would say it has worked satisfactorily, but for 
the most part they have not been in underdeveloped countries. 

Senator Carrnartr. Have not been in what? 

Mr. Waveu. In so-called underdeveloped countries. Some under- 
developed countries have had loans. In 1950 the bank made an au- 
thorization to Mexico that they have used all of for a specifie—— 

Senator CarrHarr. How big a line of credit did you give Mexico? 

Mr. Waveu. That was $150 million. They have used 

Senator CarnHartr. Have they used it all up? 

Mr. Waveu. All but about $23 million, upon which we have an 
application now for the unused portion. 

Senator Carenart. That is since 1950? 

Mr. Waven. That issimce 1950. 

Senator Carrmart. In other words, the virtue of that was that 
Mexico knew in 1950 that she had a $150 million credit with the Ex- 
port-Import Bank providing she could meet the terms, of course, of 
the Export-Import Bank on the projects that she might wish to—— 

Mr. Wavon. Yes, but you understand in addition to that we have 
made a great many loans in Mexico aside and apart from this question. 

Senator Carrnarr. I understand that. 

Mr. Waven. Lam just saying that to clarify the record. 

Senator Carenarr. Don’t you think some such plan as this, whereby 
we would extend credit to some 60-odd countries of something like $2 
billion over a period of 3 years, would estop the Russians and the 
Communists from this so-called cold economic war they are evidently 
entering into by making trips throughout the world and promising 
to loan money and to help them ? 

Mr. Waveu. That isa very difficult question to answer. 

Senator Carenarr. Well, if you were a businessman or owned a 
business or were running a business or if you were running a govern- 
ment, wouldn't you feel pretty well if you thought you had a line of 
credit with a bank or with another country? Wouldn’t it enable you 
to maybe withstand the promises that some fellow might make ? 

Mr. Waveu. Yes. The only thing I am afraid of, Senator, is the 
fact there might be some misunderstandings on the part of the borrow- 
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ing countries, and it might encourage some country to borrow beyond 
their ability to repay. 

Senator Carenart. If there was any misunderstanding, it would be 
simply because we did not handle it properly and didn’t write the 
proper instructions and regulations, would it not? I mean if there 
was any misunderstanding, it would be simply because we permitted 
the misunderstanding to exist. 

Mr. Waveu. Well, the relationship between a borrower and a lender, 
it has been my experience over a number of years, is such that when 
it does not work out the way the borrower expects it will he can 
usually find a reason to blame the lender. 

Senator Carenarr. I know. You take that chance I think on your 
negotiations. 

Mr. Waven. Always. 

Senator Carrnart. In business every day and in Government every 
day. 

Mr. Waven, That is right. 

Senator Carenartr. You take that chance, of course, in a hearing 
such as this—that somebody will misunderstand what you say. 

Mr. Waveu. That is correct. 

Senator Capenarr. And they generally do; somebody does. 

But I don’t know how you are going to combat this so-called cold 
economic war that the Russians are entering into except on the basis 
of cooperation on our part. It seems to me that is a good, businesslike 
way to do it. It seems to me it would make a country feel awfully 
good if they knew they had a line of credit under certain conditions, 
they knowing what the conditions were. 

Y always felt better when I had a line of credit with a bank. 

Mr. Wavueu. Don’t misunderstand me 

Senator Carenarr. I still have and have had for years. It makes 
me feel awfully good to know all I have got to do is sign a note, mail 
it in, and they will deposit money to my account up to X amount. 
And when I pay that off I can send another one in. 

Mr. Waveu. Don’t misunderstand. I’m not arguing against your 
proposal. 

Senator Carenart. We are just discussing it. 

Mr. Waveu. We are just discussing it. 

Senator Carenart. You are not the Department of State. 

Mr. Waveu. That is correct. 

Senator Carenarr. But if I had my way about it you would be 
doing this in lieu of the way it is now being handled. 

The Cuarrman. I want to call your attention to question 3 for the 
record, This is on S. 3868. I have already given you a copy of this. 
Why do you believe a continuation of the Export-Import Bank’s 
life is required? The reason I call your attention to that is that I 
want you to emphasize and develop that fully as a response to the 
recommendation of the task force that it be abolished. Do you see 
what I mean ? 

Mr. Waveu. Yes, sir. 

The Cuamaan, | want you to do that and not leave all the burden 
on this committee to have to do it. You make the best case you can in 
that question, will you? 

Mr. Waveu. All right. 

(The information referred to follows.) 
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QUESTIONS ON §S. 3868 


1. Do I understand that one of the principal reasons for extending the 
life of your bank beyond June 30, 1958 at this time is that such action will en- 
able more orderly and businesslike administration of its programs, especially 
in those cases involving development projects requiring a long time to complete? 

Answer: That is correct. There is a natural hesitancy on the part of 
applicants for credits and to some extent on the part of the bank to undertake 
development programs which may be short of completion when the bank’s lend- 
ing authority expires 2 years from now. Although the bank would have au- 
thority to disburse funds actually committed prior to that date it is difficult 
in some instances to foresee the exact amount of credit that may be required 
to complete a project. Suppliers are also uneasy about accepting orders re- 
quiring special fabrication that may not be completed within the time limit; 
2 years, does not provide for sufficient leeway. 

2. Does there seem to be a danger that the intended benefits of your bank will 
not be realized because prospective borrowers hesitate to commit themselves to 
large expenditures in face of the possibility the bank may cease to exist as an 
operating agency before the time has arrived for them to receive Export-Import 
Bank disbursements? 

Answer: We find this to be the case even though we would have authority to 
carry out commitments undertaken. The existence of the early date in the act 
causes concern to applicants and prospective applicants. 

3. As you probably know, the task force on lending agencies of the second 
Hoover Commission, but not the Commission itself, recommended abolition of 
your bank. Why do you believe a continuation of the Bxport-Import Bank’s 
life is required? 

Answer: The task force seemed to base its recommendation upon the conclu- 
sion that ample sources existed for the financing of United States foreign trade. 
Such sources apparently included commercial banks, the International Bank 
for Reconstruction and Development and other financial institutions. Although 
the Commission itself did not recommend abolition of the bank, its report con- 
tained a statement to the effect that ample private capital is available to finance 
our foreign trade, and based such conclusion on statements attributed to the 
National Foreign Trade Council. 

The position of the National Foreign Trade Council, the largest association 
of United States companies and banks engaged in international trade and 
finance, is clearly the opposite of that attributed to it by the Commission. In 
a letter dated March 18, 1955, addressed to the Chairman of the Hoover Com- 
mission, the chairman of the board of directors of the National Foreign Trade 
Council requested that the error in the Commission’s report be corrected and 
further stated: 

“The National Foreign Trade Council was one of the foremost organizations 
urging the creation of the Export-Import Bank, and it has supported successive 
measures for continuing the bank as a permanent institution and for expanding 
its facilities so that it would adequately render needed services in the financing 
of American foreign trade. We feel that the Export-Import Bank has an im- 
portant and necessary role to fill in supplementing facilities provided by private 
financial institutions in financing the foreign trade of this country. We regard 
this supplementary service of the Export-Import Bank as of particular im- 
portance in issuing intermediate-term and long-term financing for American 
foreign trade.” 

Of 17 commercial bankers who, in January of 1954, appeared before the Bank- 
ing and Currency Committee of the Senate in connection with the study of the 
activities of the Export-Import Bank, all but one testified in support of the con- 
tinuance or increase of the operations of the bank. This also was the view of 
the great majority of United States exporters questioned by the Senate committee. 

The activities of the International Bank for Reconstruction and Development 
cannot and do not serve the requirements of United States foreign trade. That 
bank is concerned with lending funds to member governments or on the guar- 
anty of member governments for development purposes within the borrowing 
country. Although some of those funds may be expended for purchases in the 
United States that end cannot be of concern to an international institution. - 

The bank is the only source of financing of United States exports in situa- 
tions in which private capital is not available on reasonable terms. Even 
though the activities of the Export-Import Bank may affect directly a rela- 
tively small portion of the total of United States foreign trade, its operations 
are highly important in the overall picture. In the field of medium- and long- 
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term credit, i. e., 1 year and more, the assistance of this bank is often essential 
if the sale is to be realized. In addition the bank performs a valuable service 
in financing the export of United States materials, equipment and services which 
go into development projects abroad that are designed to improve the dollar 
position of the other country and, consequently, that country’s ability to pur- 
chase more United States products. 

We believe that the bank should be continued for this and the many reasons 
brought out in previous hearings before this committee. We are convinced 
that the bank has an important role to perform and should be continued. 

4. Do I correctly understand you believe a present extension of the bank’s 
life for an additional 5 years will enable you to improve a personnel problem 
that would otherwise exist? 

Answer: It would improve the situation. Specially qualified personnel who 
may not be concerned about a permanent position are nevertheless often not 
interested in making the adjustments necessary to enter a job that will last only 
2 years or less. Members of the bank’s staff are more apt to consider seeking 
other jobs as the period of additional active banking operations becomes less. 

5. What is the experience of the bank with respect to defaults? 

Answer: The record of the bank is very good in this respect. In fact we 
believe it has been exceptional in view of the amount loaned. As indicated 
elsewhere in the record our losses over 22 years have been less than $500,0000 
or eight one-hundredths of 1 percent. On occasion payments have been delayed 
temporarily but in each such instance have been made within a matter of weeks. 
On several occasions loans to governments were refunded to ease the payment 
burden under changed conditions. 

The only default by a government exists with respect to some loans totaling 
$33 million extended to the Nationalist Government of China prior to the time 
that the mainland of China was taken over by the Communists. Actually the 
amount of $7 million has become due on these loans but in view of the default 
on those instaliments the entire $33 million is technically in defauit. The total 
amount loaned to the Chinese Nationalist Government by the Export-Import 
Bank was $202 million of which $167 million has been repaid. On one loan of 
$1.4 million repayment is still being made so that there is presently outstand- 
ing on that loan only $754,254. 

There is also in default a loan to a private company owned by United States 
citizens which has operated a manganese mine in Mexico. The original loan 
was in the amount of $745,000 of which amount $83,662 has been repaid. The 
loan was extended to the company in order to enable it to obtain United States 
equipment and services to mine manganese in order to fulfill a stockpile con- 
tract which it had with the General Services Administration of this Govern- 
ment. The company has not been successful in carrying out its contract with 
GSA, Payments due since June 30, 1955, are delinquent and accordingly the 
loan is in default. 


The CHatrmMan. I would like to pass on for a moment to ask your 
opinion of this bill §. 2256. You have already written a letter oppos- 
ing that bill. I shall put in the record at this point a copy of your 
letter of August 31, 1955. 

(The letter referred to follows :) 


Export-IMportT BANK OF WASHINGTON, 
Washington, August 31, 1955. 
Senator J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate 


Dear Mr. CHAIRMAN: In reply to the request of June 17, I am pleased to present 
herewith the view of the Export-Import Bank regarding the merits of S. 2256, 
a bill to authorize the guaranty of exports against certain risks of a political 
nature. 

Senate bill 2256, providing for the creation of the Export Guaranty Corpora- 
tion, would not appear to grant to that Corporation the power to extend to 
United States exporters facilities substantially in excess of those which could 
legally be provided by the Export-Import Bank under its present authority. 

The only major question presented by 8. 2256 is whether it would be in the 
best interests of United States foreign trade for the United States Government 
to offer guaranties against nonpayment resulting from political risks on sales 
abroad on short terms such as cash against documents or payment in 30, 60, 90 
or 180 days. 
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It is in connection with these noncredit risks on short-term obligations that 
the real point of distinction appears between the current practices of the Export- 
Import Bank and those contemplated for the proposed Corporation. Although the 
bank had adequate legal authority to do so, it has not as a matter of policy financed 
export transactions involving normal commercial short-term credit of 180 days 
or less nor has it guaranteed such transactions against losses resulting from 
political or other risks. 

The bank has generally refrained from financing short-term credit sales because 
adequate financing is available on reasonable terms from commercial banks 
and other sources of private capital. 

The Export-Import Bank has not utilized its authority to guarantee normal 
commercial short-term transactions against losses resulting from transfer or 
other political risks because it is believed that to do so on a sound basis would 
offer little if any real assistance to United States exporters and to do so on 
any other basis would necessarily result in the overextension of credit to the 
detriment of all United States trade. 

The foreign departments of our commercial banks and other sources of short- 
term credit are well qualified to continue to advise exporters with respect to the 
political risks in any foreign market for the immediate short-term. If an 
exporter’s banker cannot inform him that the political risks in a given market 
are relatively negligible for sales on such terms as cash against documents or 
payment,.in 30, 60, 90, or even 180 days, the exporter would be ill-advised to sell 
in that market on unsecured credit. Moreover, it is believed no agency of the 
United States Government should encourage him to sell on an unsecured basis 
under equally uncertain conditions. 

The fact that guaranties or insurance for such risks may be available to British, 
French, Italian, and other exporters should not be presumed to support a valid 
argument in favor of similar action by the United States. The trade position 
of those countries is fundamentally different from that which exists here. We 
have a continuing export surplus which requires us to give special attention to 
the ability of our customers abroad to earn the dollars required if they are to be 
able to purchase our goods. General extension of credit in itself does not serve 
to expand the dollar earnings of any foreign country. 

The United Kingdom, France, and Italy, on the other hand, have chronic im- 
port balances. These countries must earn foreign exchange to satisfy their 
large demand for imports, and so more safely may encourage such earnings 
through the extension of credit. If they oversell a market, any adverse result 
is temporary and an adjustment can soon be effected. If we oversell a market, 
however, our entire trade with that market may be seriously impaired for an 
extended period. 

Where credit terms-of 1 year or more are involved, the Bxport-Import Bank 
in appropriate cases currently is providing (1) direct financing of exports, (2) 
guaranties against nonpayment due to all types of risk in connection with 
financing obtained by exporters from private sources, and (3) guaranties against 
nonpayment due to such selected risks as nontransferability of dollars when 
commercial export risks are carried by private capital. For medium and long- 
term assistance, the bank thus today is providing more extensive aids to exporters 
than would be available from the proposed Corporation. 

Section 5 (a) of S. 2256 authorizes the Corporation to enter into guaranty 
contracts “after giving due consideration to risks soundly acceptable in the 
public interest.” A reading of the entire bill indicates that it is clearly intended 
that the assistance shall be extended in a businesslike manner. The Corporation, 
therefore, would appear to be bound by conditions at least as restrictive as 
the provision of the Export-Import Bank Act of 1945, as amended, which requires 
“reasonable assurance of repayment” for assistance extended by the bank. For 
this reason it appears likely that the Corporation would not be in a position to 
offer assistance greater than that which now could be provided by the Export- 
Import Bank under its present authority. 

It is essential, in extending any credit or guaranty to assist a United States 
exporter, that due consideration be given to the ability of the country of his 
foreign customer to furnish the dollar exchange required by that customer if 
he is to effect the necessary transfer of payment to the exporter when due. In 
every instance the Export-Import Bank must be satisfied on this point in order 
to comply with the requirement of “reasonable assurance of repayment.” It 
would be necessary for the proposed Corporation also to take the same point 
into account in connection with each guaranty which it might extend if it is to 
give “due consideration to risks soundly acceptable in the public interest.” 








EXTENSION OF EXPORT-IMPORT BANK ACT 29 


With respect to the question of the ability of a foreign country to provide 
dollar exchange when required by its importers, and thus assure a reasonable 
chance of repayment in dollars, two different approaches are possible. Under 
one approach, which is followed in a number of other countries, assistance is 
extended for the export of all types of products upon a wide range of terms of 
sale until the foreign exchange position of the importing country has deteriorated 
to such a point that further export assistance is stopped because the country’s 
monetary authorities are unable to meet the demand by importers for the 
requisite foreign exchange. 

The other approach results in the selective curtailment of the types of goods 
to be assisted as the exchange position of an importing country becomes more 
difficult. If no exchange problem is anticipated, exports to that country of all 
types of goods would be assisted, provided that the appropriate terms were such 
that private financing was not furthcoming. As the exchange situation of the 
importing country deteriorated, assistance first would be denied for nonessential 
goods. Upon further exchange deterioration, assistance also would be withheld 
from exports which, although productive within the economy of the country, made 
no contribution even indirectly to improvement of its dollar exchange position. 
Thus, under even the most adverse exchange conditions, assistance still would be 
provided for exports the employment of which would make a sufficiently prompt 
and marked contribution to improvement of the dollar position and so to the 
return of the importing conutry to the status of a normal trading partner of the 
United States. 

This selective approach is the one which is believed to be best adapted to the 
international trading position of the United States and so is the one followed 
by the Export-Import Bank. Under this system no type of goods is automatically 
eliminated from or necessarily eligible for assistance. The decision in almost 
every case necessarily must depend upon the country involved and the time 
when the assistance is sought. 

There appears to be considerable misunderstanding of the practices of the 
Export-Import Bank. It sometimes has been said that the bank will finance 
only capital goods, or that the bank will finance only productive equipment 
which will help the importing country to earn or save dollars. Such statements 
have been used by the bank with respect to specific situations but they should 
not be taken out of context and applied generally. To do so reflects a failure 
to appreciate that as a consequence of use by the bank of the selective system, 
what may be appropriate with respect to a certain country at a given time is 
not therefore appropriate for the same country at another time or for another 
country at any time. 

If the nonselective approach utilized by the United Kingdom and other countries 
should be followed by the proposed corporation, as is implied by the text of S. 2256, 
it appears to follow that the chronic export balance position of the United States 
will require the corporation, when a country’s exchange position deteriorates, to 
withhold insurance at a much earlier date than would be required of its foreign 
counterparts. In such an event, the benefits to United States exporters of goods 
sold on short terms will be small indeed. On the other hand, if the Corporation 
should “disregard the foregoing considerations and continue ‘to issue insurance 
beyond the first indication of exchange difficulties, the result of excessive credit 
sales will undoubtedly be injury to United States foreign markets to the detri- 
ment of all United States exporters and so of our entire domestic economy. 

If it should be the conclusion of the Congress, however, that it would be in the 
best interests of United States foreign trade that guaranties of nonpayment on 
short-term maturities as a consequence of political risks should nevertheless be 
provided, it is believed the Congress should : 

1. State clearly that the Export-Import Bank should extent political cov- 
erage to all credit sales, including therewith final maturities of 1 year or 
less, and 

2. Provide for the Export-Import Bank specific authority to insure against 
all risks in addition to its present authority to extent guaranties. This may 
prove advantageous for technical legal reasons. The terms of insurance 
policies and of guaranties have attained established meanings in law with the 
result that transactions may in some instances be appreciably facilitated if 
the bank is possessed of this choice of procedure. ; 

Since it is the opinion of the bank that approval of S. 2256 would not be in the 
best interests of United States foreign trade, no suggestions have been made for 
modification of the language of the bill. However, the bill as drawn contains a 
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number of provisions, among which are the definitions of “goods” and “political 
risks,” that should be clarified before enactment is considered. 


We have been advised by the Bureau of the Budget that it has no objection to 
this report. 


Please accept my appreciation of this opportunity to present the opinion of the 
bank and my assurance that the bank would be pleased to furnish any additional 
information you may desire. 

Very sincerely yours, 
GLEN FE. Epeerton, President. 

The Cuamman. You are opposed to the bill. As I understand it, 
in your letter you say that you could do it under your existing organiza- 
tion if the Congress wishes you to do it. Are you prepared to make 
any comment upon that at this time? 

Mr. Wavueu. I would like to make a brief statement and then I 
would like to ask, if you would like to have him, Mr. Arey to make a 
talk, because he has been the man in the bank who has worked closely 
with this. 

We have been impressed with the fact that the private banks of this 
country have done a magnificent job in handling the exports of this 
country. Now, I have just mentioned that this bank has loaned $320 
million in a 10-month period. That in itself is a sizable figure, but 
when you take into consideration the fact that the exports of this 
country during the same period of time will run about $13 billion—in 
fact, the month of March alone was $1.5 billion—you will find that this 
bank finances a relatively small portion of the total exports. 

Now, who finances the balance? The balance is financed by the 
private banks. The private banks have done a magnificent job. And 
we are stepping into the picture in the field of longer-term credits, for 
over 1 year, in which they have a hesitation of going. 

So we feel that the bank is qualified if a demand arises. We just 
don’t see the necessity—I don’t see the necessity—for the creation of 
a new corporation to handle this particular class of business. The 
export business of this country—— 

Baiator Caprenart. Let me ask you this question, Mr. Waugh: 
Your argument there is very effective in that there has been about $13 
billion financed by other than the Export-Import Bank and you 
financed about $320 million. But let me ask you this question. If 
we had such an insurance agency as this bill calls for, if we maybe had 
loaned more money—the Export-Import Bank—wouldn’t we have 
created more jobs in the United States? Wouldn’t we have done more 
business in the United States? Wouldn’t we place our people in a 
better position to compete in foreign countries with other foreign 
countries which are giving very liberal and long terms and which do 
have, most of them, some such agency as this bill calls for? 

Mr. Waueu. Well, I think that your criticism—and you don’t make 
it as a criticism 

Senator Caprnart. Your argument reminds me a little bit of the 
credit manager that went before the board: of directors and said, 
“We did $10 million of business and we only had $5,000 worth of 
losses.” 

The answer of the old, hard-boiled president. was, “Maybe if we had 
had 10 times as many losses, $50,000, we’d have done $20 million worth 
of business.” 

Mr. Wavueu. The point I was going to make—— 

Senator Carenart. I am not advocating loss credits. 
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Mr. Waveu. If we are not satisfying the credit demand, if we are 
not satisfying all the good applications, then your argument holds 
very sound. 

Senator Caprnartr. Well, of course, that I do not know. 

Mr. Wavueu. That is the point. 

Senator Carenart. I don’t think you do either. 

Mr. Wavuau. No. 

Senator Capenarr. I am just thinking now that we are coming into 
a great period of world competition in industry. We are going to 
have to compete with Western Europe and these other countries. Do 
we have the tools for doing it ? 

Mr. Waveun. Well, I think we have, and I think that we have been 
taking care of all the applications that have come in, and we have 
not had any demand at a for this credit, and 1 doubt 

Senator Carenart. | think you will find, if you will go into Latin 
America, many of these countries, that they have literally bought 
millions and millions and hundreds of millions of dollars worth of 
goods in other countries that they would have bought here and would 
have preferred to have bought here if they could have gotten the same 
credits, the same terms. 

Mr. Waveu. Well, I think our terms 

Senator CarrHart. So we may be losing business and don’t know it. 

Mr. Waveu. I think our terms are competitive, and I don’t believe 
that there is that much business that has gone into Latin American 
countries from other countries. There is a great deal of business, of 
course, because of the fact that they have currencies of other countries. 

But I have been in all the Latin American countries but two— 
Uruguay and Paraguay—in a comparatively short time, and I think 
we can do more business down there, and I think that is what we are 
stimulating our manufacturers to do and our banks to work with us. 
And in the trips we have made around the country we have found that 
there is a great deal of interest in using the bank more, but, surprising 
as it may seem, in the 135 credit lines that we have extended with 
manufacturers of this country—and the total amount of those credit 
lines is $175 million—they have only called upon us for $10 million, 

They renew their credit lines, they say they want them, but so far 
all their products they have been able to sell they have been able to 
sell for cash or terms that they can carry with their own banks. 

I would like to have Mr. Arey talk on the foreign situation because 
he has come back from France where he has represented the bank as 
an observer for the second successive year at. the meeting of all of the 
countries in Europe that grant credit insurance. 

Senator Carenarr. Will you yield just a moment? 

Mr. Waveu. Yes, sir... 

Senator Carrnarr. Is there any place in the United States at the 
moment where you can buy credit insurance on foreign shipments? 

Mr. Arey. Any private place? 1 know of none. 

Senator Carenart. You of course can buy credit insurance on your 
domestic accounts receivable, as you well know. 

Mr. Arey. I think so. 

Senator CarenArr. As I have done many times. 

Mr. Arey. Yes. 
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Senator Carrnartr. Why shouldn’t insurance on foreign shipments 
be available to the business interests of this Nation, they to pay for it 
you understand, pay a premium? 

Mr. Arey. I believe that in the field of medium- and long-term 
credit the United States exporters have as much or more assistance 
available from our bank than they would get from export credit in- 
surance. In the short-term field, Senator—— 

Senator Caprnmart. How’s that? 

Mr. Arey. In the short-term field—I say in the medium- and long- 
term they are getting as much if not more assistance from our bank—— 

Senator Caprenart. I am thinking in terms now of why shouldn’t 
there be a bank or an agency—maybe yours or some other—where a 
shipper in the United States doing business in a foreign country can 
go and pay a premium and insure his shipment? 

Mr. Arey. I say that is what they are getting from our bank now. 

Senator Carenart. Now? 

Mr. Arey. Now, yes; the same thing. We don’t call it insurance, 
but we guarantee the foreign credits, so it is practically the same thing. 

Senator Carrnart. A lot of red 

Mr. Arey. In the medium- and long-term field that is. 

Senator Capenarr. There is a lot of red tape connected with it, 
isn’t there? 

Mr. Arey. No more than there is—— 

Senator Carrenart. I am talking about an agency where you can 
go and buy insurance as easily as you can buy insurance on your 
domestic bills receivable. | 

Mr. Arey. Senator, I know of no agency any place in the world 
from which an exporter can buy credit insurance any easier than 
is required by necessities of proving up a case through our agency. 

The Cuarrman. I don’t quite understand what you mean. 

Senator Cargnart. I don’t either. 

The Cuarrman. You emphasize the equivalency of what you are 
doing and what wonld be done under this. 

Mr. Arey. This is what we do: We either buy the paper which the 
ex — receives without recourse, or we guarantee it so his bank 
will buy it. 

The Cuatrman. In other words, if there is a revolution that destroys 
his Hwvestment—a political revolution—you can’t go back on him? 

Mr. Arry. No. That is correct. 

The Cuarman. You take the risk of the revolution ? 

Mr. Arry. We buy the paper fully. 

The Cuarrman. Without recourse? 

Mr. Arey. Yes. 

Mr. Wavuen. All our paper is nonrecourse. 

— CuarrMan. Whatever the charge is, is involved in your interest 
rate 

Mr. Arey. Yes, generally speaking. 

The Cuarmman. You lane me scfal charge? 

Mr. Waven. That is correct, whenever we buy the paper, except a 
single commission charge in some cases. We do charge a fee for 
guaranties ranging usually from three-fourths of 1 percent to 114 
percent per annum. 

r. Arry. Now, in the countries where they use the insurance the 
agency merely gives the exporter insurance that will be paid, and 
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then he must go to his bank and arrange either to sell the bill or finance 
it or borrow against it. 

Senator Caprnartr. Will you yield a minute? 

Mr. Arey. Yes, sir. 

Senator Carenart. At least I’m thinking in these terms, and I think 
Senator Fulbright was when he introduced this bill. I’m sure he 
isn’t certain whether the wording is right in this bill or not. I think 
he just put it in as a basis for talking about credit insurance. But 
why shouldn’t there be an agency or a corporation where a man 
can go and pay a premium and insure all of his foreign shipments 
against many or all contigencies? 

Mr. Arey. You mean without the agency that insures knowing 
whom he is going to sell to? 

Senator Carenart. I suppose it would have certain rules and regu- 
latoins as every other insurance company does. 

Mr. Arey. All the other countries make him list everyone he is going 
to sell to, as we do. 

Senator CareHart. Maybe you want to do that. 

Mr. Argy. Yes; we do that. 

Senator Carrmart. My point is this: Assume I’m not even inter- 
ested in the Export-Import Bank. They don’t finance any of my 
export shipments. I have enough money to finance my own, and I do. 
But why shouldn’t there be a place in the United States where I can 
go and under certain conditions, and by paying a premium, insure 
those shipments or those accounts receivable ? 

The CHarrman. Without making a loan. Your guaranty is only 
in connection with loans. 

Mr. Arry. We will guarantee the credits if he wants to put his own 
money out. 

The CHamman. You will? 

Mr. Arry. Yes. 

The Cuarrman, Then that is the same. 

Mr. Arry. I feel it is. 

The Cuamrman. What type of goods do you do that on? All types? 

Mr. Arey. We do that on any goods which require terms beyond 
what the commercial banks would finance. 

The CxHarman. Would you do it on consumer goods, on agricul- 
tura! commodities ¢ 

Mr. Arey. In cases in which it is justified to extend terms beyond 
those which the banks are prepared to give, we have financed con- 
sumer goods on a number of occasions. Where the banks are pre- 
pared to finance such goods and where commercial bank terms are 
satisfactory in a particular market, we don’t do it. But we have— 
well, we have a $60 million cotton credit to Japan—the last one we 
have made. Just before that we made one into Austria. We made a 
wheat credit to Brazil. 

Mr. Branpv. The Japanese credit was taken by 21 commercial banks, 
not our money. 

Mr. Waueu. We guarantee it. 

Mr. Arey. But if the commodity is going to be sold on 30, 60, 90 days 
we don’t-—— 

The Cuarman. What is the approximate charge ? 

Mr. Arey. Our interest charge was about 314 percent. The credit 
was for 1 year. 
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The Cuarmman. If you do not advance money, if you merely give 
a written guaranty, if a revolution occurs you will then 

Mr. Arey. Any default. 

Mr. Branp. It doesn’t matter—revolution or otherwise. 

The CHatrman. Any default ?— 

Mr. Brann. Revolution, act of God 

The Cuamman. You get 3 percent for such a guaranty ? 

Mr. Waven. No. 

The CHamman. What? 

Mr. Arey. The interest rate on such a credit is 314 percent. 

The Cuatrman. I am not talking about the loan. You give a guar- 
anty against a certain contingency without your putting up any 
money ¢ 

Mr. Arey. That is right. The bank that puts out the money gets 
about—what is it ? 

Mr. SrampBavuGnH. 21,4. 

Mr. Arey. About 214, and we get 1. 

The Cuatmrman. Then your fee is 1 percent? 

Mr. Branp. Yes. 

Senator CarrHart. Suppose I am a manufacturer and I want to 
ship a million dollars worth of merchandise to any country in the 
world or one country in the world. What will you do for me? I don’t 
want you to finance it. I have plenty of money to carry the paper 
myself. But I do want to make certain that under practically every 
contingency that I am going to be paid. 

Mr. Arry. That’s right. 

Senator Capenart. What will you do for me? 

Mr. Arry. Now, Senator, we are both assuming that the country 
is all right and that the private capital isn’t available to give him 
those guaranties ? 

Senator Caprnart. No, no, I want to know what you will do for me. 

Mr. Arey. All right. 

Senator Carenart. There are the papers. There is a million dollar 
shipment, 

Mr. Arey. All right. 

Senator Carrnarr. It is going to one man in any country. Peru, 
for example. 

Mr. Arry. All right. Well 

Senator Capenart. What will you do for me? What will you 
charge me to guarantee that that Peruvian company that I am ship- 
ping it to down there under all circumstances will pay me a million 
dollars ? 

Mr. Arey. We will give you a guaranty of his paper. 

Senator Caprnarr. A guaranty what? 

Mr. Arry. A guaranty that his paper will be paid. 

Senator Capemartr. You will? What will you charge me for it? 

Mr. Arry. You are going to carry the paper yourself ? 

Senator Capenart. Yes. 

Mr. Arey. Well, we will take the difference between the prime rate, 
334 which is the prime rate today, and the balance of the interest 
borne by that paper. If the paper bears 514, then we take 134. 

Senator Caprnart. Why don’t you set it up on the basis where you 
just charge me a premium, a flat amount ? 

Mr. Waveu. That is what it amounts to. 
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Mr. Arey. It amounts to that, but we—— 
Senator CareHart. How long would it take? 

Mr. Arzy. We want a limit. 

Senator Carrnarr. How long would it take you to guaranty this 
transaction for me? 

Mr. Branp. We have done it in 3 days. 

Mr. Argey. Yes; we have done them in less than a week when the 
exporter presents us the information necessary to make a determina- 
tion. But we must know. whose paper we are buying and that he is 
responsible for that amount—at least enough information that we can 
judge it. 

The Crarman. Will you give that guaranty on, as I asked a 
moment ago, consumer goods? Would you do it on a shipment of 
rice ¢ 

Mr. Arey. If the term needed and appropriate is beyond what the 
commercial banks take; yes, sir. 

The CHamman. Then, in effect, if I understand you, you claim 
that this bill is not needed because you are already doing it? Is that 
a fair statement ? 

Mr. Argy. That’s right. 

Mr. Waveu. But there is no demand for it. The point I make is 
the fact that people don’t come in. They would rather have us loan 
the money, get their money without recourse on them, than they would 

carry the credit themselves and pay, in addition, a charge ‘for the 
pbaity’ Now, there is no country in the world that will pick out 
one shipment and guarantee a shipment. If you go to these countries 
that have been handling this insurance plan, they make you insure 
all of your credits, and all they do is insure the credits and you have 
to go and arrange your financing with your own bank. 

Senator CarrHarr. That is what we are t: ulking about. 

Mr. Waveu. I know it. That is what I say. There is a double 
charge. Now, with us, if we can arrange the credit and take the 
nonrecourse paper, with or without the help of the bank, the result 
is the same, as I see it. 

Mr. Arey. Senator, the chairman asked if there was any difference. 
Senator, I think this bill as drawn contemplates doing something 
which we would have the power to do but are not doing, and that 
is this: This bill does not provide for any guaranty of the credit 
risk—that is, that the man will repay. 

The Cuatrman. That is right. 

Mr. Arry. The bill covers “only the risk of loss for some political 
reason or for failure of transfer. 

The Chairman. Well, that 

Mr. Arey. The Export-Import Bank is now prepared to issue its 
guarantee against political or transfer risks on transactions involving 
credit of 1 year or more. It is often difficult for the exporter to fore- 
see the future political and exchange situation that. far in advance 
and especially on cases involving credit of 3 to 5 years or more and 
such protection 1 1s important to him. 

The situation on short term credits, however, is quite different. We 
are not aware of any instances in the last, 20 years in which transfer. 
or political difficulties affecting payment were not foreseen 90 or 
180 days or more in advance. When such difficulties are foreseen, 
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the United States Government should not encourage exporters to go 
ahead and sell to the particular market ae inducement. of 
offering insurance against a foreseen difficulty. To do so would 
merely increase the dollar indebtedness and thus the exchange prob- 
lem of the other country. This is especially true for the United 
States because of our position in world trade, that is, the fact that 
the dollar value of our exports each year have been exceeding the 
amount of dollars which the other countries may earn through our 
imports from them. We must try to avoid action to aggravate that 
situation. The exporter should avoid credit sales to areas which do 
not appear safe for the short term period. The foreign department 
of his commercial bank can well advise the exporter as to the facts in 
each area. 

If we were to offer a political risk or transfer guaranty or insurance 
on short-term credits on a sound basis—as required by our act or as 
proposed by S. 2256—we could offer it only where the situation ap- 
peared safe for the next 90 to 180 days. Experience shows that such 
coverage would be of no real value to the exporter. 

Some industrial countries which are our competitors are not so 
restricted. They export heavily. Accordingly, they can better risk 
the danger of overselling a market temporarily since their great de- 
mand for imports permits them to restore a balance of payments more 
readily than can the United States. 

The Cuarrman. That reminds me. I meant to ask you a moment 
ago for the record. You said exports were $13 billion during 10 
months. What were the imports? 


Mr. Wavenr. On the imports I haven’t the figure, but it is slightly 
less than that. Around $10 billion I would say. Those are estimated 
figures. Our figures for the year will probably run I would say $25 
billion 2 ways this is -soPiti aw 15 and 11, or 14 and 11 billion dollars. 


The Cuarrman. You could be criticized for too much activity in 
unbalancing the balance of payments with all the rest of the world, 
could younot? = - 

Mr. Waveun. I don’t think that that 

The Cuarrman. That is one of the gravest problems that confront 
the world. 

Mr. Branp. We supplemented that and postponed it. You make a 
20-year loan. If they ani to pay cash and they are going to buy, they 
increase their dollar shortage immediately. This way they pay in 
installments over 20 years, and it takes less. 

The Cuarmman. Of course, that particular question though does 
limit you. As you were saying here, if you go out on short-term con- 
sumer credits on consumer goods and you already have a deficit—that 
is, the rest of the world does—it is definitely a problem to pay back in 
dollars, is it not ? 

Mr. Arey. Senator, that is why we have followed a policy of “selec- 
tion” in our financing. Where the country has an exchange problem 
or a potential exchange problem we have limited our assistance to the 
financing of those items which when absorbed into the economy of the 
importing company would improve the dollar exchange situation and 
either provide directly or indirectly over a ek of time the dollars 
that will be required. We believe we should not finance just anything 
to any country without regard to the effect on its exchange position. 
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The Cuarmrman. Give us an example or describe how it increases the 
dollar supply in your operations. 

Mr. Argy. Well, let’s take a country that has a limited dollar supply 
and is having some difficulties at the time. It may have some mineral 
resources for which there would be a market in this country. We might 
not be prepared to finance certain things—we’ll say some additional 
buses—into the country which might be convenient for transportation 
but difficult to pay for. But we might very readily finance mining 
equipment that will bring out the particular minerals that have a 
dollar market here, not only to pay for that original equipment but to 
start generating more dollars for that country. 

The Cuamman. You would at least give preference—— 

Mr. Arey. That is a question of priorities which is difficult some- 
times to decide. 

Mr. Waveu. Could I be specific and give you an instance? 

The CHarmman. Yes. 

Mr. Waveu. Chile, for example. The situation in Chile has been 
rather acute, but they have passed legislation now that makes the 
American and the Chilean nitrate companies want to modernize 
their equipment, get back into business to sell their nitrate throughout 
the world. We are considering at this time applications from both 
the Chilean-owned and the American-owned nitrate companies for 
the purchase of material in this country to modernize their plants 
in order to earn more dollars for the Chilean people, as an example. 

I would like to go to one other point. The bank has two problems 
when you make a loan. You not only have to determine the credit- 
worthiness of the borrower, but you have to learn whether or not he 
can generate enough dollars to pay you back when you are loaning 
in dollars. And that is one of the things that keep us from selling 
a great deal more. 

any of these countries would buy more, but I think we are doing 
them I think a disservice if we sell them more than their ability to 
earn to repay. 

I found in Central America there were certain central bankers 
down there that didn’t want their development program to go beyond 
a certain limit because they couldn’t repay it. 

Now, it is our judgment, the judgment of our economists and our 
staff, that we must keep our loans within a category of the country’s 
ability to pay. In other words, if we oversell them, we compound a 
problem that they might have in any event. 

Senator Cargnart. Will you yield there? 

Mr. Waven. Yes, sir. 

Senator Carrnart. Of course, there are two elements in that. One 
element is you could very easily oversell them if you are going to 
make them pay in 30 days, but if you are going to give them 3 years 
you can sell them more. 

Mr. Waven, That is right. 

Senator Capemart. So it always gets back to this: A good business- 
man never sells a man more goods where the monthly payments are 
more than the fellow’s income. 

Mr. Waveun. That’s right. 

Senator Carenart. And the longer the terms may be the better the 
credit. 
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Tet. me ask you this question: On page 63 of your recent. report 
I notice insurance on exports on consignment abroad. Why is that 
limited to cotton ¢ 


Mr. StampaueH. It isn’t. 

Mr. Arey. That is the only thing we have been asked to cover so 
far. We have offered to do it for any others, Senator, but only the 
cotton group has come in and asked for an allocation. 

Senator CaprHart. Why haven’t you done it on rice and wheat? 

Mr. Arry. They have not asked us for an alloeation. 

Senator Carenart. Who are “they”? 

Mr. Arry. People who want to sell it. We talked to the wheat. peo- 
ple but they decided not to ask for any. They don’t want to put wheat 
abroad on consignment apparently. 

Senator Capenart. The law is broad enough to cover anything, isn’t 
it? 

Mr. Arry. Yes, sir. 

Senator Carenart. Lead pencils? 

Mr. Ary. Yes, sir. 

Senator CarrHart. And the cotton people are the only people who 
have asked to use that service? 

Mr. Arry. Yes, sir. A few have inquired: This only pertains to 
carrying stocks abroad, as you well know. 

Senator Carenart. I understand. 

Mr. Arey. And they are the only group, Senator, that have asked 
for it. 

Mr. Waven. I would like to have Mr. Brand make a report on the 
study we made on the coal industry. 

Senator Carenart. Under this consignment. abroad ? 

Mr. Waveun. Yes. 

Mr. Brann. We went into that very thoroughly just after my visit 
to Japan, and when I got back I got hold of the coal people and asked 
them if they thought that this would be of service. They studied it 
very carefully over a period of many weeks and came back with the 
report that the facilities and finance available now were fully servic- 
ing their need and they thought rather than disrupt what they were 
doing, which was working out well, they didn’t. need it. 

Senator Caprgnart. I am a little bit surprised that industry is not 
taking more advantage of this service. 

Mr. Wavueu. I have been too. I thought we would get many more 
applications under our exporter credit lines, and I think we will get 
more in the year ahead now that they are becomimg more familiar 
with it. 

I would like to have Mr. Brand talk on one experience he has just 
studied. 

Mr. Branp. We keep a running record, Senator, of all these lines 
of credit and their activity, and not only in our bank but what the 
exporter is doing. There is one signal thing of importance, and that 
is that this year their reports show. that they are selling more even 
though they are not asking the bank to finance. They are selling 
more. 

Now, there is one very important and large concern selling machin- 
ery abroad that reported to us they sold on credit last year $7 million 
worth of their products, and over $2.5 million of that was for terms 
of 1 year or longer. They have a credit line with us of $10 million. 
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They only used $56,000 of the Export-Import Bank credit. And yet 
they did a credit business of over $7 million. 

Senator Carenart. Did they handle them or have the banks do it? 

Mr. Branp. Both ways—themselves and through their banks. Now, 
if that had been in Europe under an insurance plan they couldn’t have 
gotten the $56,000 unless they had insured the whole $7 million. And 
that is one of the important elements—that they want. to be selective 
and pick out where they think they may have trouble and come to the 
Export-Import Bank to carry that risk. Where they don’t think they 
will have trouble, they do it themselves.. And. sometimes their judg- 
ment will be different than ours. 

For instance, in a country today like Turkey, they may activate their 
business in Turkey, but we know if we loan these dollars it would 
compound their problem and Turkey agrees with us to a great extent. 
There is various information in the hands of the bank that some ex- 
porters don’t have. They take risks themselves rather than not sell 
the goods. Their history has been their losses are very small. 

In fact, one of the vice presidents of one New York bank made a 
speech out in Illinois the other day, and he said he made a study of 
25 of the big firms in the export. business, and many of them reported 
their losses ran less than one-thousandth of 1 percent. 

So they take the risk, are glad to in many cases. In other cases they 
want to come to us. 

Senator Carenart. That would be indicative that for an insurance 
company to insure these accounts might well be a very profitable thing 
and a very good thing. 

Ph Branp. They can’t do business abroad under the State laws, so 
the 

Senator Carenart. I mean credit insurance such as the bill Senator 
Fulbright introduced. 

Mr. Branp. We find one of the hardest things—at least I do—is 
to demonstrate the availability of the service unless you get somebody 

uesting it. Somebody has to come in and ask you to do it. 
ince I have been in the bank, no one has ever come in and asked 
me to do this specific thing. 

Mr. Wavuau. Let me give you these figures. I think these are most 
enlightening. Here are 24 representative United States firms. I don’t 
want to give them in detail but I want to give the aggregate. They 
exported in 1954, $145 million. They exported in 1955, $172 million. 

ow, of those total sales that they made, $34 million was short-term, 
$21 million was long-term, and the balance was cash. And of the 
credit’ lines where they could-come to us they have asked us for 
$4,180,000. 

Senator Carprnart. Those 24 concerns ? 

Mr. Wavuau. Those 24 representative concerns. You can see the list, 
but we shouldn’t make it public for obvious reasons. 

Senator Carenart. We may be overlooking something here though, 
and that is those 24 firms—I haven’t seen the list—I imagine are the 
large concerns. I am thinking in terms now of the small-business man 
who. would like to get a little piece of this foreign business. 

Mr. Waveu. Here is a man that did $131,000. Here is a man that 
did $146,000. Here is a man that did $163,000. 

Senator Carenart. What did the largest one do? 
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Mr. Waveu. The largest one was $21 million and one $20 million, 
one $17 million. 

The small concerns we want to help as much as we ean, and we are. 
We have made loans, as I have told you, as low #s $2,000 this last 
year for export. 

The Cuaimman. Mr. Waugh, do you coordinate your lending poli- 
cies in any way with the Tariff Commission to determine what. they 
are likely to doin any givencountry? Do you consult back and forth ? 

Mr. Waveu. No, sir, we have not. 

The Cuarrman. That would be a risk to you if they should suddenly 
increase the tariff on coffee from Brazil. It would be tough on 
Brazilian credit, wouldn’t it? 

Mr. Waven. Yes. 

The Cuatrman. They do not have any, but just as an illustration. 

Fundamentally, that is really the limiting factor on our exports; 
is it not? 

Mr. Waueu. No, I think the limiting factor is the ability of the 
countries that we sell to to generate dollars. 

The Cuarrman. Well, how else do you do it except to sell us—— 

Mr. Waveu. To sell us something. 

The Cuarmman. Yes. I said the limiting factor is their imports. 
In other words, that is what is limiting our exports. 

Mr. Waveu. I misunderstood your question. 

The Cuamman. That is, over a long period the limiting factor, the 
main limiting factor, is our imports, is it not—how much we buy from 
them ¢ 

Mr. Waveu. That is correct. 


The CuairMan. So that the most important single factor in increas 
ing our exports is to increase our imports, is it not 

Mr. Waveu. Yes, sir. 

The Carman. That is mee = hope you will help us. point 


out to many of our Republican friends in both Houses of Congress. 

Senator Capenart. Now, Mr. Chairman, you’re—— 

The CuatrMan. We can’t export very much more without giving it 
away. I exclude the gentleman from Indiana. 

Senator Carenart. Mr. Chairman, this thing is beginning to change 
around, you know. It used to be that the Republican Party was high 
tariff, and now it’s getting to be the South that’s getting to be the high- 
tariff with their textiles. The whole thing is kind of reversing itself. 

The CuHamman. What has hw ed is some of our Yankee Re- 
publican friends are infiltrating the South and subverting its politics. 
That’s what is happening. 

Mr. Waven. Senator, I think my personal position is well known 
through my 21% years in the State Department. 

Senator Caprnart. We are joking about it, but there’s a lot of 
truth in it. Take the automobile companies. They are freetraders. 
They don’t want any tariffs at all. But it is getting now so that the 
textile manufacturers in the South are becoming very, very inter- 
ested in high tariffs. 

The Cuamman. I agree with that, but I gave you the reason. It 
isn’t because the traditional—— 

Senator Carenart. They’re “foreigners.” 

The Cuamman. They’re “foreigners” that have come down there. 

Is there anything further you would like to add on that? 
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Mr. Waveu. I don’t’ think so, but we will give very careful con- 
sideration to these questions. 


The CuHarman. You will answer the questions that you have on 
all three of these bills for the record ? 
Mr. Wavau. Yes, sir. 


(The information referred to follows :) 


QUESTIONS ON 8. 2256 


1. Do I correctly understand that the Export-Import Bank is of the 
opinion it presently has adequate authority to isue the type of guaranties this 
bill would authorize? 

Answer: Our legal authority is sufficiently broad to permit the issuance of 
guaranties comparable to the insurance proposed under 8S. 2256. 

2. Is that position based on the following provisions of section 2 (a) of the 
Export-Import Bank Act of 1945: 

“The objects and purposes of the bank shall be to aid in financing and to 
facilitate exports and imports and the exchange of commodities between the 
United States or any of its territories or insular possessions and any foreign 
country or the agencies or nationals thereof. In connection with and in fur- 
therance of its objects and purposes, the bank is authorized and empowered * * * 
to guarantee notes, drafts, checks, bills of exchange, acceptance, including bankers’ 
acceptances, cable transfers, and other evidences of indebtedness.” 

Answer: Those are the most pertinent provisions although it was not limited 
to any particular language of the act. 

3. On what reasoning does the bank base its expressed opinion that Govern- 
ment guaranty of commercial short-term transactions on a sound basis against 
political risks would offer a little real assistance to United States exporters? 

Answer: If the act is to be administered on a sound basis as proposed the 
insurance should be offered only in countries in which the risks of political 
action or transfer difficulties appear negligible during the ensuing 180 days. 
Furthermore, such insurance written by other governments always provides a 
waiting period of at least 6 months before payment of claims arising from 
political causes or transfer delays. Experience shows that political or transfer 
difficulties seriously affecting international payments can generally be foreseen 
as much as 180 days in advance and that those delays which are not foreseen 
are temporary and seldom if ever of sufficiently long duration to provide the 
basis for payment under a political risk or transfer policy. If the insurance is 
available only for shipments to safe areas, as we believe it should be, it would 
be of little value to the exporter. The few instances in which he could collect 
would not justify the cost of insuring to such relatively safe markets. He can 
presently obtain from the foreign departments of commercial banks reliable 
information as to the short-term outlook for the various markets. If that 
short-term outlook in a particular market is not good United States exporters 
should be discouraged rather than encouraged with respect to further shipments 
on short-term credit. To encourage sales under such circumstances would merely 
aggravate a difficult dollar payments problem. 

4. Your bank ventured the opinion that exporters could rely on the advice of 
credit sources as to the existence of political risks in any country for as much as 
180 days ahead. Is it really your belief that any bank or other credit source 
can prophesy precisely what governmental action is going to occur in any country 
within the next half year? 

Answer: We believe that banks or other sources of foreign trade credit can 
generally predict future political or transfer difficulties for as much as 180 days 
ahead and that those which have occurred with less warning have been of a 
temporary nature unless aggravated and prolonged by a continuance by the 
exporters to sell in spite of the difficulties. 

5. Your bank states no exporter should extend unsecured credit unless his 
banker informs his political risks in a given foreign market are relatively 
negligible. It seems to me the question is not primarily one of wholly unsecured 
credit, but rather is whether the security can be converted at par into United 
States dollars. If this conversion cannot be made because of some action by the 
foreign government, why is it not possible to apply the general principle of 
insurance that comparatively small advance premium payments by the many 
will pay the comparatively large losses of the few? 
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Answer; The question. seems to have two parts. (a) The term “secured 
credit” as here used with regard to short-term transactions had reference 
principally to “bank letters of credit” in certain doubtful cases. Banks issuing 
such letters have generally assured themselves of their ability to obtain the 
dollars to meet their obligations. (b) Even though the premiums may be suf- 
ficient to pay the losses we would still be responsible for the injury to United 
States trade if by making the insurance available we have encouraged the over- 
selling of a particular market. Some exporting countries can take such risks 
since their position in world trade is the opposite of that of the United States. 
Our exports continue to exceed our imports which make it difficult to adjust the 
position of a-country that has incurred heavy dollar arrearages. _ A country such 
as Great Britain which must import heavily can more readily adjust transfer 
difficulties. : 

6. If the program is self-sustaining out of the.dollars paid in advance by the 
United States beneficiaries, no additional dollar earnings abroad would be 
required to support the program, would they ? 

Answer: The program would not earn dollars abroad. The danger inherent 
in such a program in the United States is that it would tend to encourage the 
extension of credit beyond the capacity of the importing countries to earn dollars 
to repay those credits. As pointed out above—if operated conservatively to 
avoid this result it would probably be of little interest to exporters. 

7. Your bank states our Nation has a continuing export surplus. Could this 
not be equally viewed as an import deficit, especially since our export trade 
constitutes a relatively small percentage of our total production? 

Answer: From a standpoint of a balanced trade we do have an import deficit. 
This is in part due to our own great natural resources. 

8. Will not an increase in gross national-product in the United States resulting 
from an increase in exports produce more wealth available to sustain a greater 
amounts of imports, thus making possible a balance of trade at a higher level? 
For example, if a rice grower in Arkansas now having a $2,000 income from his 
¢rop can increase that to $2,200 due to export of the extra $200 worth of rice to 
Cuba, will he not have $200 to buy imports from Cuba or elsewhere without 
diminishing the present domestic distribution of our income? 

Answer: Both our exports and imports have increased in recent years but it 
cannot be assumed that an increase in exports will necessarily result in an equal 
or a greater demand for foreign goods. Many factors are involved, including 
trade barriers and increased demand for materials not available here or for those 
with respect to which our supplies may be diminishing. 

9. Your bank states as to credit terms of 1 year or more, it now guarantees 
against nonpayment due to all types of risk in connection with financing obtained 
by exporters from private sources. Will you explain the procedure by which 
this is done, and its cost to the exporter? 

Answer: The bank will purchase from the exporter without recourse up to 
75 percent of the face amount of the promissory notes or other obligations of the 
foreign importer or the bank will guarantee payment of 75 percent of such paper. 
In the latter case the exporter may continue to hold the guarantied paper or it 
may be purchased by a commercial bank. If the Export-Import Bank purchases 
the paper it will collect the interest borne thereby. If it guarantees the paper 
the holder will retain a portion of the interest—generally an amount equal to 
the prime rate which is now 3% percent per annum, and the Export-Import Bank 
receives the rest of the interest as collected. Accordingly, if the obligations bear 
interest at 5% percent per annum the Export-Import Bank will receive 1% per- 
cent per annum out of interest collected. The only charge made against the 
exporter is a single commission which varies from one-fourth of 1 percent on 
1 year credits to 2 percent on credits over 4 years. Even this commission is 
waived if. the paper of a foreign private importer is guaranteed by its foreign 
bank. 

10. Your bank also states it provides guaranties against nonpayment due to 
such selected risks as nontransferability of dollars when commercial export 
risks are carried by private capital. Will you explain the procedure by. which 
this is done and itscost tothe exporter? 

Answer: In case of a transfer guaranty the Export-Import Bank. agrees to 
pay to the exporter the then dollar value of local currency deposited by the 
foreign importer within 30 days after the due date of the obligation if transfer 
into dollars has not occurred within 6 months of the due date of the obligation. 
These conditions are similar to those of transfer insurance policies issued in other 
countries. Fees for such guaranties range from *three-fourths«percent per 
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annum on 1 year credits to 1% percent per annum on credits from 4 to 5 years. 
Fees for credits over 5 years may be negotiated. Only one such credit has been 
requested. Exporters generally seek all-risk coverage on medium and long-term 
credits. 

11. Your bank says these aids are given in appropriate cases. Are they gen- 
érally available to all United States exporters of good credit rating with normal 
business judgment? 

Answer: It is the ¢redit of the foreign importer that is of importance since it 
is his obligation that is being purchased or guaranteed. A case is appropriate 
for financing by the Export-Import Bank if: (@) Financing is not available from 
commercial banks or other private sources on reasonable terms; and (0b) the 
credit of the foreign buyer is satisfactory, that is, he can be reasonably expected 
to furnish the local currency to buy the United States dollars for transfer when 
due and (¢) the anticipated exchange position of the country of the importer is 
such as to warrant the sale for dollars of products of the type for which financing 
is sought. Assistance is available to all United States exporters on any sales 
which can satisfy these essential requirements. 

12. Are they available to exporters wishing to sell consumer goods or farm 
products as distinguished from capital goods? 

Answer: Consumer goods and agricultural commodities are generally sold 
on relatively short terms and financing is normally available from private sources. 
In situations in which it is justified to sell such goods on terms not available 
from private sources the bank has financed such consumer items and agricultural 
commodities as coal, cotton, tobacco and wheat on credit of 1 year and over. 

13. Your bank stresses that it extends credit selectively for types of exports 
that increase the dollar earnings of the foreign country. Please explain how 
this is accomplished—in particular how are the dollar earnings of the foreign 
nation increased under this policy? 

Answer : It is essential to give due consideration to the dollar exchange posi- 
tion of the country of the buyer if we are to have reasonable assurance of re- 
payment. As the exchange position of a particular country deteriorates, two 
approaches are possible. Under one approach, which is followed by a number 
of exporting countries, assistance is extended for the export of products upon 
a wide range of types and terms until the exchange position of the importing 
country has deteriorated to a serious point or until exchange is no longer 
available when due. At that point all further credit assistance is cut off. 

The other approach, and the one which the bank follows, results in selective 
cultailment based on the end uses abroad of goods to be financed as the dollar 
exchange position of the importing country becomes more difficult. If no ex- 
change problem were anticipated, exports to a country would be assisted to the 
extent that private fianncing was not available. As the exchange position of the 
country deteriorated, assistance would be first denied for the less essential goods. 
Upon further exchange deterioration, assistance would be withheld also from 
exports which, although productive within the economy of the importing country, 
weuld make no contribution, even indirectly, to the improvement of the exchange 
position. . Finally, under even the most adverse exchange conditions, assistance 
still would be provided for exports the employment of which would make a 
prompt and marked improvement of the dollar position of the other country. 

This.approach of selective curtailment is believed to be best adapted to the 
international trading position of the United States. Under this system no type 
of product is automatically barred from assistance or is necessarily eligible for 
assistance, The decision in every case must depend upon the country involved, 
the time when the assistance is sought, and the effect upon the country of a 
particular import from the United States. 

To illustrate the manner in which this approach can effect the dollar position 
or dollar earning capacity of another country we might take as an example a 
country which may have a severe dollar exchange problem such that we hesitate 
to extend much additional credit repayable in dollars. We might be obliged 
to withhold credit for many items such as buses, railway passenger cars or even 
highway construction equipment. If, however, the country had undeveloped 
resources of some mineral which would find a ready market in the United States 
we would finance the sale of equipment necessary to the mining and export of 
that mineral to the United States. The sale of the mineral would provide a 
new source of dollar exchange for the country—not only sufficient to pay for the 
equipment financed but most likely for additional purchases from the United 
States. 
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14. I understand from General Edgerton’s August 29, 1955 letter. to me on this. 
bill that your bank rejects the position that as a matter of policy. it will finanee 
only capital goods or productive equipment that will help the importing country 
earn or save dollars. Is this so? 

Answer: That. is true as indicated above in answer to questions 12 and 13. 
The ability of the importing country to earn dollars determines the extent to 
which and the type of exports we can finance to that particular market. 

15. Your bank has opposed the proposal in 8. 3329 to remove its authority to 
extend short-term credit, yet in commenting on 8S. 2256, the bank says if the Con- 
gress desires guarantees against nonpayment of short-term maturity obligations 
due to political risks, it should “(1) State-clearly thatthe Export-Impo: 
should extend political coverage to all credit sales, including therewith final 
maturities of 1 year or less, and (2) provide for the Export-Import Bank spe- 
cific authority to insure against all risks in addition to its present authority to 
extend guaranties.” Do I understand ycur position to be that the bank is legally 
and financially capable of, and psychologically disposed to, administer such a 
program sympathetically if the Congress, first, indicates it wants the bank to 
cover political risks on export credit transactions in all maturity ranges, and 
second, clarifies the bank’s authority to “insure” against risks as well as to 
“guarantee” against them? 

Answer: The management of the bank would of course make every effort to 
administer such a program in the manner considered appropriate by the Con- 
gress. It would be remiss in its obligations to the committee, however, if it 
failed to point out the danger to the United States’ position in foreign trade in- 
herent in such a program and the fact that the United States’ problem cannot 
be judged on the experience of other exporting countries whose foreign+trade 
problems are the opposite of ours. 

16. Such action by the Congress would still leave your bank a large measure of 
discretion to reject guaranties against what seem to be certain losses, would it 
not? 

Answer: We believe that the problem of ultimate losses is less a matter of 
concern than is the danger that we unduly disrupt our foreign markets by en- 
couraging additional export sales to areas with potential dollar exchange prob- 
lems. The exporter will naturally want insurance for sales to countries where 
he believes he may have difficulties. The fact that the agency itself suffered no 
ultimate losses would not compensate for the injury to our traders generally by 
being cut out of a market that was required to severely restrict purchases from 
the United States until a balance is again achieved. If guaranties are rejected on 
certain or probable losses the exporter would be offered the right to pay only 
on safe cases—a service of little value. This type of insurance is the only 
kind which can create the problem against which it is intended to insure.. 

17. It would also permit your bank to increase the fee charged in proportion 
to the apparent risk involved, would it not? 

Answer: Yes this would be possible. The experience in other countries in- 
dicates, however, that increased fees have little effect on the number of requests 
for coverage in markets where the risk is great. Export credit insurers have: 
found it necessary to refuse the insurance when they have judged a market 
unsatisfactory. 

18. Such a program would permit exporters of consumer goods and farm prod- 
ucts—including many more small-business enterprises—to share in the benefits: 
of Export-Import Bank-programs, weuld it not? 

Answer: Such exporters can and do share in the benefits of the Export- 
Import Bank programs when their sales to good markets cannot be financed 
through private sources on reasonable terms. 

19. Since the program would operate on privately owned funds guaranteed 
by the Export-Import Bank instead of direct loans made by the Export-Import 
Bank, this would not directly add to the Federal debt as direct loans do, would 
it? In fact, it would be necessary to increase that debt only if fees collected 
from the program, investment income from those fees, and salvage receipts 
fail to be sufficient at any time to meet the expenses of the guaranty program, 
isn’t that true? 

Answer: That is true. In the same way it is true of the present operations 
of the bank when it guarantees credits instead of making loans. Under tight 
credit conditions such as those presently existing the credit facilities of the 
bank become of greater importance to the exporters. 
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The Cuarrman,. Do you have anything further? 


Senator Carenart. No, I think you have made a good case. 
The Cuarmman. Thank you very much. 
Mr. Waveu. Thank you. 


Senator CareHarr. You are doing a good job over there. 


The Cuarrman. The subcommittee will recess now and reconvene 
1n executive session. 


_ (Whereupon, at 11: 45 a. m., the subcommittee recessed, to reconvene 
immediately in executive session.) 


x 














